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HIGHLIGHTS 


; Key Monthly Economic Indicators 
as A surge in employment lowers the 


5 z % Change since 
national unemployment rate to 7.5% in 


‘ last last 
September, a nine-year low. month year 
Real GDP ($92 B) 748.7 0.4 4.6 July 
: : . Goods 248.0 0.6 6.0 July 
w Output posts its biggest gain of the Services 500.7 0.3 3.9 July 
year in July, boosted by sharply-higher Composite Index 215.7 0.2 4.0 Aug 


production in Manufacturing. 
Employment (000's) 14,737 0.4 2.4 Sept 


; Full-time 12,033 0.6 3.2 Sept 
The trade surplus rises to a 2%-year Part-time 2,704 -0.3 -1.1 Sept 
high in July, as export growth outpaces Unemployment (%) 7.5 7.8 8.3 Sept 
, Youth* 14.5 13.7 14.7 Sept 
that of imports. Adult* 3 62 66 7.0 Sept 
Inflation rises above 2% in August, CPI inflation* 2.1 1.8 0.8 Aug 
boosted bya sharp rise in energy Retail Sales ($M) 21,737 123 5.5 July 
; Housing Starts (000's) 152.7 3.7 13.4 Sept 
prices. 
Trade Balance* ($M) 3,174 2,746 1,849 July 
Higher commodity prices support a rally Exports 30,037, 1.8 = 15.8 July 
? ; imports 26,863 0.3 11.5 July 
in the Canadian dollar through much of nee 942 -1.0 a aatiuly 
September. 


3-mth Corp. paper* (%) 5.00 4.87 5.38 Oct6 
Fears of an interest rate hike push u Long bond yield* (%) 6.05 5.68 5.32 Oct 
: é P P Canadian dollar* (US¢) 67.98 68.15 65.31 Oct8 
interest rates early in October. 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not interpret or 
evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner consistent with 
generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, or can be accessed 
via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY pone 
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Real GDP by Industry 1 Weccl 


Real GDP posts its sharpest gain this year... 


* Real GDP at factor cost increased 0.4% in July, the twelfth consecutive monthly increase and 


the longest stream of uninterrupted growth in over a decade. The July advance represents the 
strongest growth so far this year. 


...led by a surge in Manufacturing and widespread gains in Services 


* Goods-producing industries advanced 0.6% overall in July. Broad-based gains in Manufacturing 
(+0.8%) accounted for more than one-third of this gain, with 16 of 22 major industry groups 
increasing production. Warm weather boosted electricity use and residential building activity 
remained strong, offsetting declines elsewhere in the Goods sector. Mining output fell despite 
higher production in the oil & gas sector. 


* Output in the Services-producing industries rose 0.3% in July, keeping pace with gains in the 
previous months of this year. Major gains by retailers (boosted by strong demand for cars and 
trucks), and wholesalers (driven mainly by sales of computers and software), led the growth in 
Services. Business services posted yet another solid increase, fuelled by growth in computer 
and consulting services. 


Real GDP at Factor Cost | Real GDP at Factor Cost (1992 dollars) 
15 ee | July 1999 monthly % Change since last 
‘ ’ $ millions _ change month year 
= Composite Leading 
10 8 7 lndicator | Total Economy 748,676 3,194 0.4 4.6 
| Business sector 619,933 3,151 0.5 5.5 
0.5 
| Goods 248,033 1,497 0.6 6.0 
0.0 Agriculture 13,028 -13 -0.1 1.5 
Fishing & Trapping 778 -42 -5.1 45 
as : Logging & Forestry 4,316 43 1.0 5.1 
a Mining* 25,801 -102 -0.4 5.8 
Manufacturing 136,950 1,111 0.8 10.1 
Rea, SARA (teint bag 1999 Construction 41,313 108 0.3 3.8 
Other Utilities 25,847 392 1.5 46 
‘Real GDP by major sector Services 500,643 1,697 0.3 3.9 
: . as Transport & Storage 34,858 -38 =O 48 
ince ach Communications 26,274 251 1.0 13.5 
419 - | Wholesale Trade 46,679 369 0.8 12.7 
| ~~ | Retail Trade 46,574 428 0.9 3.5 
i415 ectecae | Finance & Insurance 41,413 136 0.3 ALT. 
— Manufacturing Real Estate & Ins. Agent —_79,330 26 0.0 23 
4114 — Services Business services 43,711 395 0.9 8.8 
| 
| Government services 45,760 163 0.4 2.6 
107 Education 40,407 38 0.1 -0.3 
| Health & Social Services 46,497 -134 -0.3 16 
103 Accommodation & Food = 19,512 -38 -0.2 0.3 
Other 29,628 101 0.3 2.2 
99 : 
1996 1997 1998 1999 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY pe ene 
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Consumer Spending and Attitudes 1 Wercl 


Growth in consumer spending , lotal Retail and Motor Vehicle eldest 


moderates in the second quarter... 29.9 Billions $ Billions 
, 7.0 
¢ Real consumption rose 3.0% (annual rate) in the | 21.0 
second quarter, down from growth of 4.2% in the first | petal oss weer 63 
quarter. Strong spending on services more than offset | 20.0 
weaker expenditures on goods. | eu 
1 19.0 
¢ Disposable income increased by 2.6% in the quarter, : Matenvenicie Suis 
failing once again to keep pace with higher spending. | 18.0 (Right) ea 
As a result, the saving rate fell to 1.4% — the lowest 
on record — while the household debt-to-income ratio | 47 


0 A Svcd . Poet . A . Psd fide Wilbecka' Ae gk “ ‘ 
rose to a record 100.2%. 1996 1997 1998 1999 


...but retail sales rise sharply in July : 
Retail Sales and Consumer Credit | 

* Total retail sales increased 1.3% in July, the strongest July 1999 % Change since 

growth in six months. Gains were widespread as last _ last 

sales increased in five of the seven major groups. $ millions month year 

Nearly two-thirds of the advance was in the 

Automotive sector, as higher sales of new motor 


Total Retail Sales (S.A) 21,737 1.3 5.5 


vehicles and higher gasoline prices more than offset Food 4885 00 09 

lower sales of parts and services. Drug Stores 1,121 0.8 2.4 

; 1 ; { Clothing e212 Sat 3.9 

¢ Major gains were also registered by Clothing stores riers 1,154 os ae 
(after a sharp decline in June), and General 

Merchandise stores. Putomonive) 8469 2000 74 

General Merch. Stores 2,535 2.1 8.5 

¢ Higher department store sales in August suggest that All other Stores 2,361 05 66 

the momentum in total retail sales may be Telaler nein Venice Ie COs oe ap 


maintained. 


Consumer Credit 
(unadjusted) 


164,928 0.7 UP 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 
1997 


Real Consumer Spending and Attitudes 
ag Index (199401=100) 1991=100 


Real Consumption (92$) 472,867 485,906 493,244 496,868 CoTotal Spending (L) 
% change 4.2 2.8 4.2 3.0 — Durable Goods (L) | 
Durable Goods 62,823 66,801 69,360 69,524 ASO encore umer Acneiees 140 | 
% change 13.3 6.3 10.5 0.9 
Semi-Durable Goods 44,334 46,526 47,096 47,296 120 430 | 
% change 4.3 4.9 4.9 f07, 
Non-Durable Goods 118,293 119,521 120,952 121,180 1 Fah 
% change 159 1.0 4.2 0.8 gia 
Services 247,417 253,058 255,836 258,868 | : 
cag 34 23 2.6 4.8 | Ty 80 
Ti i ae a 
Disposable Income 534,728 552,778 562,680 566,368 Le AE uel 4 a 
% change a4 3.4 a4 2.6 D13°44 23 44 2.3 .45452.3 
Saving Rate (%) 28 23 19 1.4 96 97 98 99 
Debt-to-Income Ratio (%) 96.4 98.3 99.6 100.2 _*Conference Board of Canada 
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THE ECONOMY ee 
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Business Investment in Plant and Equipment 


Business investment surges in the second | Investment in Plant and Equipment 
quarter... 999 dex (19911=100) a 


= Machinery & Equipment (L) 
— Non-Residential Construction (L) 
Capacity Utilization (R) 


* Business investment in M&E grew 40.5% (annual rate) 
in the second quarter, the highest increase since 1991. 
Growth was widespread, although purchases of 
computers related to the Y2K compliance were an 
important factor behind this strong investment 
performance. 


¢ Higher building construction resulted in growth of 1.5% 
in Non-residential Construction. Engineering 
construction fell in the second quarter due to reduced oil 
and gas drilling. 


...but this momentum is likely to ease in the Corporate Profits & Business Confidence 


2 Index, 1991=100 % of GDP 
third quarter 175 12 
=2Corporate Profits as % of GDP (R) 
= Business Confidence* (L) 
150 10 


e Lower spending on commercial and industrial projects 
led to a decline in non-residential construction in July. ne 

¢ Moreover, imports of M&E decreased 1.0%, following 
three monthly increases. Lower imports of airplanes _ 100 
and machinery by automobile manufacturers are partly a 
responsible for this drop. 7g CAUSES OUMUUL: eae 
1991 1992 1993 1994 1995 1996 1997 1998 1999 


*Conference Board of Canada 
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Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1997 1998 1998 Q3 1998 Q4 1999 Q1 1999 Q2 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 59,112 64,701 65,308 67,284 69,320 75,464 
% change 22.2 9.5 5.9 12.7 12.7 40.5 
Non-residential Construction (1992$) 39,079 39,110 38,932 38,696 39,128 39,272 
% change 14.0 0.1 -3.8 -2.4 4.5 1.5 
Capacity Utilization (%, Non-farm goods) 83.2 82.7 81.8 82.6 83.3 83.8 
Capacity Utilization (Mfg. sector) 83.6 83.8 82.5 84.8 85.5 86.2 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits NOTE: Statistics Canada is making significant changes to 
% change the Quarterly Survey of Financial Statistics for 
Profits - Non-financial industries Enterprises. For this reason, data are preliminary and 
% change may be subject to significant revision. 
Profits - Financial industries 
% change 
Business Credit 625,859 688,937 699,279 705,050 711,760 713,830 
% change 9.3 10.1 10.2 Sh) 3.9 12 
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THE ECONOMY 
Housing 


Residential investment rebounds in the 
first half of the year... 


‘Housing Activity 
$ Billions 


Units (000s) 
14 200 


Residential Construction 


Residential investment advanced 15.4% (annual rate) 
in the second quarter, following an 18.6% rise in the 
first quarter. Strong increases in the first half of this 
year follow a period of sustained weakness in 1998. 


All major components of residential investment 
registered significant gains. Sales of existing homes 
were particularly strong, but new housing construction 
and renovation activity were also up. 


..and this momentum continues in the 
third quarter 


(Left) 


| 13 
4 


| 12 


11 


10 


1995 1996 1997 1998 


Housing Starts (Right) 


1999 


Monthly Housing Indicators 


levels 


Change since 
last last 
month year 


Residential construction increased 1.8% in July, the 
ninth advance in the last ten months. 


Despite a decline in the value of building permits in 
August (the first decline in four months), permits are 
running well above year-ago levels. 


Sales of existing homes have fallen in both July and 
August. However, the number of housing starts 
increased in September, leading to a 1.7% increase 
overall in the third quarter. 


Despite this mixed data, solid economic activity and 
improving labor market conditions should help sustain 
the strong housing market in the third quarter. 


Residential Construction (1) 13,979 1.8% 11.2% 
($92M, factor cost basis) 

Building Permits, $M (2) 1663 42% 11.4% 
By ae Homes (2) 20,200 314 
Housing Starts, # of units (3) 152,700 5500 18,100 
Newfoundland 800 -100 -400 
Prince Edward Island 300 0 100 
Nova Scotia 2,300 1,000 -800 
New Brunswick 2,100 400 900 
Quebec 27,100 10,500 9,200 
Ontario 60,500 -1,500 12,000 
Manitoba 1,500 -500 -800 
Saskatchewan 3,100 700 200 
Alberta 18,800 -5,800 -1,400 
British Columbia 13,800 800 -3,600 


1 - July data; 2 - August data; 3 - September data. 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
1997 


Residential Construction 42,348 41,547 42,760 44,316 
% change 12.6 -1.9 18.6 15.4 
Construction by Business sector 42,223 41,422 42,632 44,188 
% change 12.6 -1.9 18.6 15.4 
New Housing 21,441 20,695 21,436 21,916 
% change 19.5 -3.5 22.6 9.3 
Alterations & Improvements 13,315 13,645 14,104 14,356 
% change thvA PAS) 16.6 13 
Ownership & Transfer Costs US 7,207 7,220 8,044 
% change 45 -5.1 11.4 54.1 


% change, SAAR 


-15.1 


Growth in Real Residential Construction 


93945895. SG tan oS ae 
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THE ECONOMY 
Trade and Competitiveness 


Export growth outpaces that for 
imports... 


Exports surged 1.8% in July, keeping pace with the 
previous month's solid gain. Strong increases in 
exports of Forestry and Energy Products were the 
major contributors to this healthy growth. Exports of 
M&E also grew significantly, due to growing sales of 
computer and controlling equipment. Automotive 
Products posted a decline but are up strongly ona 
year-over-year basis. 


Merchandise imports rose 0.3% in July. Most 
categories recorded modest increases, with the 
exception of Energy Products and M&E which 
experienced declines (the latter following three 
consecutive monthly increases). 


...puShing up the trade surplus to a 2 1/2 
year high 


The merchandise trade surplus increased $0.4 
billion to $3.2 billion in July, its highest monthly level 
since December 1996. This improvement was 
based solely on trade with the United States. 


Merchandise Trade 


July 1999 Levels ($ millions) 
1999 1999 
June Jul 

Exports 29,516 30,037 181,836 

to United States 25,297 26,137 150,259 
Imports 26,771 26,863 171,771 

from United States 20,329 20,708 131,719 
Trade Balance 2,745 3,174 10,065 

with United States 4,968 §,429 18,540 
Exports by Commodity 
Agriculture/Fishing Products 2,159 2,167 14,517 
Energy Products 2,421 2,652 13,978 
Forestry Products 3,144 3,423 20,181 
Industrial Goods & Materials 4,718 4,677 33,816 
Machinery & Equipment 7,035 7,249 45,304 
Automotive Products 7,781 7,595 40,534 
Other Consumer Goods 15139 1,126 7,005 
Imports by Commodity 
Agriculture/Fishing Products 1,445 1,467 9,902 
Energy Products 842 798 5,198 
Forestry Products 224 229 1,432 
Industrial Goods & Materials 4,987 5,042 34,607 
Machinery & Equipment 9,033 8,942 57,354 
Automotive Products 6,208 6,270 36,783 
Other Consumer Goods 3,032 3,078 19,435 


Fe Nee 


(pT 


Merchandise Trade Flows and Balance. ‘ 


Billi illi 
aa6 $ Billions $ Billions 106 
Exports (L 
25.0 : 75 
Imports (L 
' 20.0 e (t) 


5.0 


15.0 


. Trade Balance (R) 
veal il 


0.0 
1994 1995 1996 1997 1998 1999 
Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 


120 eg 4 4 ‘ : ie 
A declining ratio represents improving Canadian competitiveness 
== Total Economy (L) 
—— Manufacturing (L) 1.1 
__ Exchange Rate (R) 


100 


80 


98 99 
Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


Change ($M) % Change 
June to June to July 98 to 
July 1999 July 1999 July 99 
203,298 §21 1.8 15.8 
174,694 840 3.3 20.3 
185,394 92 0.3 11.5 
142,573 379 1.9 12.6 
17,904 429 
32,121 461 
14,746 8 0.4 9.2 
15,273 231 9.5 25.0 
22,298 279 8.9 18.0 
32,384 -41 -0.9 -3.4 
48,035 214 3.0 41 
54,775 -186 2.4 S17 
7,939 -13 1.1 5.6 
10,278 22 1.5 1.6 
5,152 -44 5.2 S47 
1,562 5 22 10.1 
35,168 55 et 0.1 
61,776 -91 1.0 5.4 
43,157 62 1.0 42.1 
21,168 46 4:5 6.0 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


A big employment gain in September... 


Employment increased by 64,000 in September, the 
biggest monthly gain since last January. 


September's job growth was all in full-time work 
(+73,000), as part-time employment decreased. Ona 
year-over-year basis, full-time employment was up 
3.2% while part-time employment fell 1.1%. 


Adult employment was up 37,000 on the month, with 
gains for both men and women. Youth employment 
rose by 27,000, more than offsetting a drop in the 
previous month. 


Employment 
Monthly change in thousands 


90 


60 | 
/ 
30 | 
i | 
III clit it | 
4 i | je 


| -30 


1997 1998 1999 
...lowers the unemployment rate to a 
nine-year low | : Unemployment Rate 2 3 
% % 
¢ Job gains drove the national unemployment rate down ae 68.0 
0.3 percentage points to 7.5% in September, its lowest | 
level since June 1990. 12.0 67.3 


Unemployment Rate 
e With only a modest rise in the labour force, the (L) 
participation rate held steady at 65.4%, the same as in 


the previous two months but below April's 66.0% rate. 


' 11.0 66.7 


| 10.0 66.0 | 


¢ Despite a sharp job gain, the youth unemployment rate 
jumped up 0.8 percentage points to 14.5% due to an 9.0 
even larger increase in the labour force. The adult 
unemployment rate fell 0.4 points to 6.2% in 
September. 


Participation Rate (R) 


8.0 64.7 


NE Aa Yoesecmeceretecrcs Gaetan are ar 64.0 | 
| 90) 91-92) 93% 94-95) 969797 5 98 199 


mabour-Forcevirends peg” 5 ee ene ee 


Levels Change since % Change since 

(in thousands) 1998 1999 1999 last last —_-year-to- last last 
September August September year date month year 

Employment 14,391.1 14,672.8 14,736.6 0.4 2.4 
Full-time 11,656.2 11,959.8 12,032.6 0.6 32 
Part-time 2,734.9 27713.0 2,704.0 -0.3 -1.1 
Youth 15-24 2,143.8 2,177.4 2,203.9 EZ 2.8 
Adult 25+ 12,247.3 12,495.4 12,532.8 0.3 2.3 


2,529.0 


2,584.5 2,541.0 


Self-employed 


Unemployment 1,296.7 1,233.1 1,195.2 -3.1 -7.8 
Unemployment Rate 8.3 7.8 “5 

Youth 15-24 14.7 13.7 14.5 

Adult 25+ 7.0 6.6 6.2 
Labour Force 15,687.8 15,906.0 15,931.8 0.2 1.6 
Participation Rate 65.2 65.4 65.4 0.0 
Employment Rate 59.8 60.3 60.5 0.2 0.7 0.1 
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LABOUR MARKET TRENDS 


Ceeeeneeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeereeeeeeeeeeeceeeeeeee rr 
Industry Overview 


Employment by major sector | 


Two-thirds of September job gains are in ae 

Manufacturing and Construction... iis ey 
' =Total a 
| 405° -Goo0a 

¢ Employment in the Goods-producing industries rose by | an . 


43,000 in September, with the Manufacturing and 103 oy 
Construction sectors accounting for most of the growth. | “ 
| 101 
¢ The number of jobs in the Service sector increased by | Se 
only 21,000, as major gains in Accommodation & Food, ip ay ¥ 
Information, Culture & Recreation Services, and Health | ' 
& Social Services were largely offset by a considerable > nea Canim one a anna 
drop in Management, Administration & Other Support 
Services. 
...as employment in the private sector Employment growth by worker category _ 
registers a substantial gain aaa 
Total 
* The number of paid employees in the private sector ps2 
rose by 74,000 in September, offsetting losses incurred \ stay 
earlier in the year. The number of self-employed fell ens . 
12,000 on the month, and remains down ona 
year-to-date basis. | Self. 


employed '-60.6 


¢ Public-sector employment increased by 2,000 in | 


September, bringing gains so far this year to 200,000 | Public 
This very strong performance follows the loss of 28,000 | sector 
public-sector jobs in 1998. a1 month-over-month 


G8 year-to-date 


Industrial Employment Trends 


‘ Levels Change since % Change since 
pra thousatms) 1998 1999 1999 last year-to- last last 
September August September date month ear 
Goods-producing 3,690.1 3,801.9 3,844.7 1.1 4.2 
Agriculture 427.0 393.4 393.6 0.1 -7.8 
Other Primary* 285.4 257.0 262.9 2.3 -7.9 
Utilities 115.4 132.8 129.5 -2.5 12.2 
Construction Ch 757.6 775.4 23 -0.2 
Manufacturing 2,085.1 2,261.2 2,283.4 1.0 9.5 
Service-producing 10,701.0 10,870.9 10,891.9 21.0 190.9 90.7 0.2 1.8 
Trade 2,205.1 2,266.9 PIP fi \ es) 4.4 66.2 30.2 0.2 3.0 
Transportation 690.8 768.8 771.6 2.8 80.8 40.9 0.4 11.7 
FIRE* 856.2 900.7 909.6 8.9 53.4 ate 1.0 6.2 
Professional/Scientific 919.7 901.0 894.5 6.5 -25.2 42.1 -0.7 -2.7 
Management/Administrative 503.9 534.2 506.8 -27.4 2.9 19:7 -5.1 0.6 
Educational Services 964.8 994.6 993.7 0.9 28.9 54.4 0.1 3.0 
Health Care/Social Assistance 1,494.8 1,484.6 1,497.3 12.7 2.5 6.6 0.9 0.2 
Information/Culture/Recreation 638.8 647.8 666.7 18.9 27.9 23.4 2.9 4.4 
Accommodation & Food 915.8 929.9 953.5 23.6 37.7 21.0 2.5 41 
Other Services 724.6 703.6 696.7 6.9 -27.9 -35.2 -1.0 -3.9 
Public Administration 786.4 738.8 730.3 -8.5 -56.1 -39.6 -1.2 -7.1 


“Other Primary: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


Ontario and Quebec lead job gains in 
September... 


* Employment was higher in all provinces in 
September, except for small declines in Manitoba and 
Prince Edward Island. The largest job gains were 
posted by Ontario (+29,000) and Quebec (+21,000). 


* Ontario's gain follows little movement in employment 
over the past six months. For Quebec, September's 
increase represents all the net job gains for the 
province so far this year. 


..as unemployment rates fall in Quebec 
and the Western provinces 


¢ Quebec's unemployment rate fell 0.8 points to 9.0% in 
September, as the sizeable increase in employment 
was accompanied by a drop in the labour force. 


¢ The unemployment rate was unchanged at 6.4% in 
Ontario, as the large employment gain was matched 
by an increase in the labour force. 


¢ Unemployment rates were higher throughout Atlantic 
Canada, as job gains (and slight loss in PEI!) were 
more than offset by rising labour forces. Still, 
unemployment rates in Atlantic Canada are down 
sharply on a year-over-year basis in Newfoundland, 
Nova Scotia and New Brunswick. 


¢ Inthe Prairies and British Columbia, unemployment 
rates all fell in September. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
4999 last month 
September (000's) % 


Canada 14,736.6 63.8 0.4 
Newfoundland 207.5 2.5 fee 
P.E.I. 60.3 -0.4 -0.7 
Nova Scotia 416.3 0.1 0.0 
New Brunswick 337.2 0.4 0.1 
Quebec 3,418.2 20.9 0.6 
Ontario 5,798.1 28.8 0.5 
Manitoba 556.5 -1.2 -0.2 
Saskatchewan 484.1 3.3 0.7 
Alberta 1,559.1 PAU 0.2 
B.C. 1,899.4 6.7 0.4 


Regional employment patterns 


5 January 1997 = 100 


— Atlantic 


97 
1997 


103 


100 


97 
A997, 


— Prairies 
=B.C. 


1998 


January 1997 = 100 


1998 


nits 


1999 


Unemployment Rates -- September 1999 
 % 


Change since 


last year 

(000's) % 
345.5 2.4 
11.9 6.1 
-0.6 -1.0 
16.0 4.0 
ed 3.4 
TESS) 2.2 
157.9 2.8 
9.1 a7. 
6.9 1.4 
37.0 2.4 
22.6 (|e 


1.5 
16.8 
14.6 

9.6 
10.0 

9.0 

6.4 

5.8 

SHS 

Su, 

8.0 


Levels 


Unemployment rate (%) 


Change since 


last 
month 


-0.3 
0.3 
1.0 
1.0 
0.2 

-0.8 
0.0 

-0.2 

0.4 

-0.3 

-0.6 


last 
year 
-0.8 
-1.7 
0.4 
-1.7 
-1.6 
-1.1 
-0.7 
-0.4 
-0.7 
-0.4 
-0.2 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation rises above 2% in August... Commodity Prices ($U.S. basis 


Index, 1982-90=100 
140.0 


¢ The year-over-year rate of CPI inflation increased to Erciadine ener 
2.1% in August, up from 1.8% in July. This is the 420.0 eed 
largest year-over-year increase since February 1997. 


¢ After hovering around the lower bound target of 1% 
since the end of 1997, inflation has picked up in 
recent months. Since April, the annual CPI inflation 
rate has averaged approximately 1.7%. 


0 ST ee . ‘ oad 
1995 1996 1997 1998 1999 


...fuelled by sharply-higher energy prices 


¢ Much of the upward pressure came from the energy 
component of the index, which was up 9.4% ona Consumer Prices 
year-over-year basis. 


whe AE % Change since 

Index last last 

¢ Higher automobile prices also contributed to the (1992=100) month year 
increase, while lower prices for computer equipment All items CPI 411.1 03 24 
and supplies and telephone services put downward Food 110.4 ine A? 
pressure on the index. Saar on ae 7 

* When the volatile food and energy components and ee ee ee vel 
the impact of indirect taxes are excluded, the “core" Clothing & Footwear 106.30 17 815 
inflation rate falls to 1.6% in August, within the bottom Transportation 126.4 1.4 5.2 
half of the 1%-3% target range set jointly by the Bank Health & Personal Care 110.5 0.0 1.9 

of Canada and the Department of Finance. Recreation, Educ. & Reading 121.7 0.1 2.0 
Alcohol & Tobacco 94.6 -0.1 180 

* Commodity prices resumed their upward trend in Excl. Food/Energy/Indirect Taxes 112.3 02 16 
September after a slight drop in August. Most of this Eneuy Nias be oy 


increase came from a surge in energy prices. 
Commodity Prices (September) 


Index, 1982-90=100 101.1 2.7 16.5 
= 1 Excluding Energy 106.2 0.3 6.7 
Consumer Price Index 
Energy 91.6 8.7 45.4 
A % change, year-over-year 
Saag |. Provincial CPI Inflation -- August 1999 
— Excluding Food, Energy and Indirect Taxes ! ri 
3.0 | : : 
Official Target Range: 1%-3% 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Bond markets are stable throughout much of September... 


* Bond yields began the month of September on a downward trend, as a calmer inflation 
outlook and a slumping stock market in the U.S. lowered expectations of interest rate 
increases by the U.S. Federal Reserve and the Bank of Canada. Mortgage rates dropped by 
as much as a quarter point on September 27. 


..-but the return of US inflation fears push up rates early in October 


* However, rising concerns over U.S. inflation and the rapid rise of the Japanese yen exerted 
strong upward pressure on long-term bond yields early in October. These pressures were 
intensified by the U.S. Federal Reserve's decision to adopt a tightening bias on October 5, 
sending long term bond yields to a six-week high. Short-term rates also rose in both Canada 
and the US, in anticipation of a future Fed move. 


¢ Long term bond yields rose more strongly in Canada between the close in August and 
October 6, narrowing the spread between Canadian and U.S. rates to 12 basis points. 
However, as U.S. short-term rates increased more strongly than comparable Canadian rates, 
the Canada - U.S. spread nearly doubled to 93 basis points on the short end. 


oes Key Money Market Rates 


Short-term Interest Rates 


(end of 90-day spread Long spread 
E period) Corporate against | Bond against 
‘ 90-day Corporate Paper 506 Canada (daily) Paper U.S. U.S. 
1997 4.80 -0.85 5.95 0.02 
f 1998 502 009 | 523 0.14 
United States 
. 5.00 
Apr 1999 480 -0.05 5.41 -0.17 
: May 471 -019 | 558 -0.22 
Canada June 4.86 -0.38 563 -0.35 
4.75 July 491 -0.26 5.74 0.27 
[i pomace “crag Aug 4.87 -0.50 5.68  -0.19 
ie Sept 483 053 | 591 -0.22 
Eb pie eet ede leech Matacic iia meaaasaandsl we wo ahs Oct6 500 ©-0.93 605 -0.12 
| 1994 1995 1996 1997 1998 1999 ey we? prt oo © 
A positive spread indicates that Canadian rates are 
above their U.S. counterparts. 
‘Long-term Bond Yields 
| g Key Lending Rates 
| i _ 
10 ay Canada (daily) endo eae f or 
Canada period) Bank Lending ortgage Rate 
| $ Rate Rate 1year S5year 
| 6 50 1997 450 600 665 7.05 
: United States 1998 5.25 6.75 6.20 6.60 
4 5.75 
Apr 1999 5.00 6.50 6.30 6.95 
May 4.75 6.25 6.30 7.30 
5.50 June 4.75 6.25 6.75 7.70 
July 4.75 6.25 7.05 7.75 
Aug 4.75 6.25 7.05 7.80 
2 80 7.70 
1994 1995 1996 1997 1998 1999 52S ee ee x Sept 475 625 68 
SP 9 8 cy ° 
in aE ts Oct 6 47555 e625 eae0 1710 
‘ 12 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The stock market fluctuates in September... 


¢ The TSE 300 experienced wide swings in September, finishing the period at 6958 — down from 
its August close of 6971, but well above its recent low of 6763. Concerns about inflation, weak 
corporate earnings in the high-tech sector and possible interest-rate increases by the Federal 
Reserve continue to place downward pressure on North American markets, with the Fed 
tightening on August 24th initiating stock market declines. The recovery in the index in late 
September came largely from a surge in gold stocks, which rose 24% on the month. Gold 


prices rose sharply on September 28 after European central banks announced a five-year 
moratorium on gold sales from official reserves. 


...but the Canadian dollar gains ground against the U.S. 


* The Canadian dollar continues to hold its strength against the US dollar and other major 
foreign currencies (with the exception of the Japanese yen), supported by the rising prices of 
gold and other commodities. The dollar reached an eleven week high of $US 0.6842 on 
September 28 before falling back somewhat. 


Te nadian dollar | The Canadian Dollar 
MaMa <4 a ee | (close) $US index DM yen 
US/ = i : : : : 
0.85 es 98 0.69 ae | $can Seep $can scan 
0.80 94 1997 0.6991 85.87 1.247 90.87 
1998 0.6522 78.71 1.082 75.91 
99 ©«=—s«CO«.6 88 
0.75 | 
=f |  Apr1999 0.6863. 82.26 © 1.229 80.49 
May 0.6784 83.80 1.259 83.35 
a —veieds US dollar (L) the June 0.6835 83.50 1283 82.17 
—versus C6 index (R) i July 0.6639 82.39 1.267 80.13 
hess 78 Aug 0.6700 81.79 1.236 75.80 
ae Sept 06815 8243 1261 7234 
| (Ws ic co Recrit~ Soe 2-5 ape nae Noe tt car eeNa er Dearne cy med Breer 74 a. seg Ra ~~ ve 
i 1993 1994 1995 1996 1997 1998 1999 yp ew & oe oe Oct 8 0.6798 
L 
‘Stock Sharkauindices Key Stock Market es — 
| 12,500 TSE 300 (daily) September last last 
7,300 Close month year 
| TSE 300 6,958 0.2 23.9 
hayere Dow Jones Oil & Gas 6,254 O45) 192 
i Industrial Average 7,100 Metals & Minerals 3,907 -3.5 33.1 
: Utilities 7,860 19 347 
ie 600 Paper & Forest 4,864 -2.0 45.0 
6.900 | Merchandising 5,071 -2.7 -1.1 
; Financial Services 6,702 47 0.3 
esi | Golds 6403 237 -21 
Price-Earnings Ratio* 28.1 6.7 42 
2,500 gies. Sc a aes | oe Bel 
, Ss 2 9 FF F O S&P 500 1,283 a2: : 
1993 1994 1995 1996 1997 ee 1 a x 3 Sg a Fas ee pe oe nite 


*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
LL ee LN EL aa aS ET PILE BS I DOS ETT ST SL TOD STOTT a TSS SEV TSE SEED PWNS Y SOLEIL RII IIT LESTE 1) 
U.S. Economic Trends cay 


Although the U.S. economy slows markedly in the second quarter... 


* Final estimates indicate that U.S. real GDP increased 1.6% (annual rate) in the second quarter of 
1999, down from 4.3% in the previous quarter and the slowest growth rate in four years. Production 


was boosted by strong consumer spending, but lower inventory investment and strong import growth 
moderated overall growth. 


e U.S. employment was essentially unchanged in September, held back by the effects of Hurricane 
Floyd (which the BLS estimates temporarily subtracted 58,000 jobs on the month). The 
unemployment rate held steady at 4.2%, indicating that labor market conditions remain tight. 


¢ The U.S. trade deficit widened to a record $25.2 billion in July, as imports jumped up 1.0% while 
exports increased only slightly (+0.5%). 


... the Fed adopts a bias toward future tightening 


¢ Although inflation remains relatively tame, average hourly earnings, a key indicator of inflationary 
pressures, rose 0.5% in September — the largest monthly gain since 1989. 


e Interest rates were left unchanged at the Federal Open Market Committee's October 5 meeting, but 
growing concern over the outlook for inflation prompted the Federal Reserve to adopt a bias toward 
future tightening. This statement of bias is used to signal the likely direction of the Fed's next rate 
move. 


_ U.S. Real GDP Growth “US. Non-farm Payrolls _ 


% change, SAAR Monthly change in thousands 
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| U.S. Consumer Price Inflation | | U.S. Unemployment & Participation Rates 


% change, year-over-year | °% % 
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SPECIAL REPORT 
Canada's Tourism Industry 


Canada's tourism industry has experienced 


' G 2 4 ; . PEG Oe a 
strong growth in the 1990s... aE OU Cees 


> . . ioe 5 200 
¢ Domestic and foreign tourists spent over $47 billion in Non-resident ~~ 


tourism activities in Canada in 1998 — up 7% over seanding 
1997 and roughly 45% above the 1990 level. Tourism 
outlays continued to grow in the first half of 1999, but 
at a slower pace compared with 1998 as a whole. 


180 
160 


140 
e Although domestic demand still accounts for the 
largest share of total spending (70%). International 
visitors have dominated growth in tourism spending 
throughout the 1990s. Non-resident spending has 
doubled, compared to an increase of 31% for domestic 


80 
travellers. 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999° 


120 : 
Domestic 


spending 


Growth of Spending (Index 100=1990) 


100 


- Canada welcomed almost 19 million international ee Ce 
visitors last year for stays of one night or longer — 
an all-time high for Canada. 


Percentage Distribution of Tourism 
...With spending and employment gains __Expenditures, 1998 
across all sectors : 


Transportation 

¢ All tourism sectors have benefitted from increased (31.7%) 

demand. Demand for Food and Beverage Services 

increased 13% in 1998, the largest gain in any 

category. This sector now accounts for 29% of total 
spending, the second largest after Transportation. 


* Over 60,000 new jobs were generated by tourism oe 


activities in 1998, bringing total employment in the : (28.9%) ee pn commodation | 

industry to 531,600 workers. (27.8%) 

- Employment growth in the tourism sector has Pete ee ee 
outpaced that of the total economy for three Source: Statistics Canada 
consecutive years (an average of 2.5% per 
annum compared with 1.9% economy-wide). 


Canada's International Travel Account 


$ billions 
20 
Canada's travel deficit is currently at its | Payments 

« 5 

lowest level in more than ten years ‘ 
‘ ; 10 Receipts 

¢ Historically, Canadians have spent more travelling | 

abroad than foreigners have spent on travel in bits ee 


Canada. 


| ° rape me = =e | 
¢ However, with total receipts rising at a faster rate than Al ea 


payments to foreigners over the ‘90s, this gap has 
been narrowing. 10 


1987 1989 1991 1993 1995 1997 1999° 
1988 1990 1992 1994 1996 1998 


ar In 1998, the Canada's travel account deficit fell Source: Statistics Canada 
to $2.0 billion — its lowest level in 10 years. “January-June (annualized) 
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SPECIAL REPORT 
Canada's Tourism Industry 


The U.S. has been responsible for the 
growth in non-resident tourism... 


e Americans continue to visit Canada in record 
numbers. Indeed, throughout the 1990s, U.S. travel 
expenditures more than doubled — rising at a faster 
rate than that by all other countries. 


¢ The U.S. accounts for nearly half of international 
tourism expenditures in Canada. 


- Americans injected $6.7 billion into the 
Canadian economy in 1998 through tourism 
spending — a 13% increase over 1997. 


...With trips by Americans to Canada now 
exceeding Canadians trips to the U.S. 


¢ After peaking at $US 0.87 in 1991, the Canadian 
dollar fell to $US 0.65 by the end of 1998. This fall 
helps explain the steady rise in American travel to 
Canada in the 1990s. 


- USS. trips across the border have increased by 
26% over the 90s. 


¢ But, Canadian trips to the U.S. seem much more 
sensitive to variations in the exchange rates — 
Canadian trips to the U.S. have been nearly cut in 
half since 1991. 


e In 1998, for the first time since 1986, more 
Americans travelled to Canada than vice versa. 


Business travel has increased at a 
particularly fast pace 


* The Open Skies Agreement, which was initiated 
February 24, 1995, has facilitated both business 
and vacation travel to the U.S. 


* In 1998, approximately 1.4 million overnight trips 
involved business meetings, a 50% jump over 1990 
levels. 


- American business travellers comprised a larger 
volume of air passenger traffic to Canada than 
non-business travellers. 


Distribution of International Tourism 
_ Expenditures by Country of Origin, 1998 


22.7% 
Other countries 


U.S. 
48.1% — 


Europe 
17.8% 


1.4% 


10.0% Oceania 


| Asia 


| Source: Statistics Canada Pacific 


Total Travel Flow Between Canada & US 


\ 

, Millions of person-trips Exchange 
(including same-day/auto trips) Rate 

' 400 


1.0 
= Canadian trips to —American trips to C3Exchange Rate (R) 
the USA (L) Canada (L) 


| Source: Statistics Canada 
| *January-June (annualized) 


| Characteristics of Travel from the U.S. 


| 1990=100 
; 150 


140 Business 
i (meetings, 
| conferences, 
130 other) | 


=? 


120 


110 


100 


Non-business only 
90 


80 
1990 1991 1992 1993 1994 1995 1996 1997 1998 


Source: Statistics Canada 
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COMING UP 


Key Future Data Releases and Planned Events 


CANADA 
Consumer Price Index — September ou... e cece ceeceeseccectaccaseneeds October 19 
AOL Oia MAN AUIQUSE iia. cs .ceccdoaccecvnssascasiwathcetsactadhencadin. cee October 20 
UV GV Aol VIE UIFACLUMNG = AUGUSK 3.5..0:.002 vil suerte de assets. seas siaees October 26 
COD RIG AGOWCOST (AUGUST iS BG Wic cisessdecacesadenessstoeaece-obencscadedectvece October 29 
Business Conditions Survey — October ..............ccccesseeeeeeseeenereees November 2 
Economic and Fiscal Update (Dept. of Finance) ............00 November 2 
Panouhicotee oUIvey = OCLODBr oc.c.c..scccnvadececerse neue teas ea sas sean ree November 5 
National Economic & Financial Accounts — 3rd Quarter 1999 ........... November 30 
Balance of International Payments — 3rd Quarter 1999 .................... November 30 
Monetary Policy Report (Bank of Canada) ................ceee sees November 
Financial Statistics For Enterprises — 3rd Quarter 1999 oo... December 6 
Capacity Utilization Rates — 3rd Quarter 1999 ...0.. ee eeeteeee December 7 

UNITED STATES 
Consumer Price Index — September 20.00.00... eeceenceeneeeeeeeseeeeeeeeeees October 19 
ternal Fade —AUIQUSE | 0) fetch licccssveiedsnes. tar <; hue aetna staan October 20 
GDP or uarter TOSS SACVANCE iss end sends cca sea ven cueoiiceas cee clereaieues o> nee October 28 
Emolovment situation — OcloDer .ic..402.25.-40. 2b ssndeateee oon eee coo meee November 5 
Federal Open Market Committee meeting .2...............cceceeseeneteeees November 16 


Note: the October MEI uses data available as of October 8, 1999 
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HIGHLIGHTS 


; f Z Key Monthly Economic Indicators 
ule Employment posts its second big gain 


in as many months in October, lowering : 


last last 

the unemployment rate to 7.2%. month year 
Real GDP ($92 B) 7526 0.5 4.1 Aug 
: : Goods 250.3 0.6 4.5 Aug 
we Output rises for the 13th consecutive RST SboGee abe esol Ata 
month in August, boosted by ongoing Composite Index 217.4 0.5 4.8 Sept 


strength in the Manufacturing sector. 
Employment (000's) 14,816 0.5 2.5 Oct 


‘ A Full-time 12,1189 “Oz © 3.2 Oct 
We Canada's trade surplus hits $3.6 billion Part-time 2,699. 0.2% * -0.7 Oct 
in August, its highest level in nearly Unemployment* (%) 7.2 7.5 8.0 Oct 
Youth* 140 14.5 14.7 Oct 

Ce Vests: Adult® 5.9 62 6.8 Oct 

xls CPI inflation rises to 2.6% in September, CPI inflation* 26" 2.1 0.7 Sept 
fuelled in large part by higher energy Retail Sales ($M) 22,065 1.2 7.0 Aug 


L 2 : ns Housing Starts (000's) 147.5 -2.2 6.1 Oct 
prices (including gasoline). ? ( ‘ 


Trade Balance* ($M) 3,578 3,384 1,989 Aug 
us The Canadian dollar and stock prices Exports 31,177 2.7 12.8 Aug 
rally late in October and into November a cst - ue ie 

as fears of higher U.S. interest rates ; 


lessen. 3-mth Corp. paper* (%) 5.01 4.83 5.22 Nov3 
Long bond yield* (%) 6.14 5.91 5.45 Nov 3 
Canadian dollar* (US¢) 68.08 67.97 64.81 Nov5 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (MElI) provides a variety of economic analysis and data in a convenient format. The MEI does not interpret or 
evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner consistent with 
generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, or can be accessed 


via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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This report uses data available as of November 5, 1999. It has been prepared by Marianne Blais, Joe Macaluso, Alison McDermott, 
André Patry and Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald Létourneau and Shane 
Williamson. The special report in this issue on Canada's ICT sector was prepared by the ICT Branch of Industry Canada. All 
information is taken from public sources, primarily Statistics Canada, the Bank of Canada and the Canada Mortgage and Housing 
Corporation. Please address comments to Shane Williamson at 613-995-8452 or through the Internet at williamson.shane@Ic.gc.ca. 
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THE ECONOMY gerne 
Neen ae a a iTS TS D 
Real GDP by Industry BEE 


Real GDP continues to advance in August 


¢ Real GDP at factor cost rose for a thirteenth consecutive month, recording a solid 0.5% 


advance in August. This represents the longest uninterrupted string of monthly gains in over a 
decade. 


...buoyed by another solid gain in Manufacturing 


¢ Output in the Goods-producing industries rose 0.6% on the month, with higher production in 
three of seven major groups. Manufacturing — propelled by a surge in the automotive sector — 
recorded its largest growth so far this year, accounting for two thirds of the overall increase in 
GDP. Elsewhere, the output of Other Utilities was down, as the demand for electricity fell 
sharply due to cooler temperatures in August. In the Mining sector, lower production of oil and 
natural gas was nearly offset by a recovery in drilling and rigging activity in the oil patch. 


* Production of Services was up 0.4% in August. Gains were widespread among all major 
industries, with the exception of Communications where output was unchanged. Health and 
Social Services led this growth, as the industry recovered from the strike by Quebec nurses. In 
other categories, Retail Trade posted its fourth consecutive advance following a sluggish second 
quarter, while Wholesalers recorded their smallest gain in the past seven months, due to slower 
sales of computers. 


Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars) 
1:5 le id August 1999 monthly % Change since last 
bay Composite Leading 
10 4 | ce Total Economy 752,582 3,422 0.5 4.1 
) Business sector 623,622 2,805 0.5 4.9 
| | Goods 250,334 1,602 0.6 4.5 
3 Agriculture 12,957 -60 -0.5 0.6 
Fishing & Trapping 696 -80 -10.3 -7.8 
Logging & Forestry 4,404 40 0.9 4.1 
Mining* 25,734 -81 -0.3 -5.9 
Manufacturing 139,873 2,299 Lath 8.4 
4997 1998 1999 Construction 41,352 50 0.1 4.1 
Other Utilities 25,318 -566 2.2 -0.8 
‘Real GDP by major secto Services 502,248 1,820 0.4 3.9 
Transport & Storage 35,095 243 0.7 4.7 
123 spies AE seal Communications 26,246 3 0.0 lez 
Wholesale Trade 46,837 120 0.3 1227, 
419 Retail Trade 47,054 308 0.7 4.6 
| Saanas ; Finance & Insurance 41,644 207 0.5 2.4 
Eagle Sian ifacuring Real Estate &Ins. Agent 79,448 85 0.1 23 
— Services Business services 43,770 95 0.2 8.0 
111 Government services 45,495 183 0.4 17 
107 Education 40,464 58 0.1 0.7 
Health & Social Services 46,915 378 0.8 -1.0 
103 Accommodation & Food 19,621 109 0.6 1.9 
Other 29,659 31 0.1 1.8 
1996 1997 1998 1999 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 


Consumer Spending and Attitudes 


Growth in consumer spending moderates 


in the second quarter... 


* Real consumption rose 3.0% (annual rate) in the 
second quarter, down from growth of 4.2% in the first 
quarter. Strong spending on services more than offset 


weaker expenditures on goods. 


* Disposable income increased by 2.6% in the quarter, 
failing once again to keep pace with higher spending. 
As a result, the saving rate fell to 1.4% — the lowest on 
record — while the household debt-to-income ratio rose 


to a record 100.2%. 


...but retail sales advance in August 


* Retail sales rose 1.2% in August, keeping pace with 
July's solid increase. (In real terms, sales were up 
0.9% on the month.) Gains were recorded in four of 
seven major groups, led by the Automotive sector 
(+2.6%), which was boosted by increasing gasoline 
prices and higher sales of parts and vehicles. 


* Over the past year, increasing retail sales have been 
financed more by credit than higher personal incomes. 
This trend extended into August, with a 0.8% increase 


in consumer credit. 


* The very strong employment gains in September and 
October will likely provide a boost to confidence and 
help sustain the momentum in consumer spending. 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 


Use 1998 | 1999 Q1 1999 Q2 


Real Consumption (92$) 472,867 485,906 493,244 496,868 
% change 4.2 28 4.2 3.0 
Durable Goods 62,823 66,801 69,360 69,524 
% change 13:3 6.3 10.5 0.9 
Semi-Durable Goods 44,334 46,526 47,096 47,296 
% change 43 4.9 4.9 1.7 
Non-Durable Goods 118,293 119,521 120,952 121,180 
% change 13 1.0 4.2 0.8 
Services 247,417 253,058 255,836 258,868 
% change 34 23 26 4.8 
Disposable Income 534,728 552,778 562,680 566,368 
% change 31 3.4 34 2.6 
Saving Rate (%) 2.8 2.3 1.9 1.4 
Debt-to-Income Ratio (%) 96.4 98.3 99.6 100.2 


Total Retail and Motor Vehicle Sales 


12341234123412341234123 
94 95 96 97 98 99 


*Conference Board of Canada 


22.0 $ Billions $ Billions 
7.0 
21.0 
Total Sales (Left) 6.3 
20.0 in 
vA 5.5 
19.0 ae heen 
Motor Vehicle Sales 48 
18.0 (Right) : 
4.0 
1996 1997 1998 1999 
Retail Sales and Consumer Credit 
August 1999 % Change since 
last last 
$ millions month year 
Total Retail Sales (S.A) 22,065 deZ 7.0 
Food 4,908 0.4 2.4 
Drug Stores 1,116 -0.3 25 
Clothing 1,205 -0.8 2.8 
Furniture 1R55 0.0 8.1 
Automotive 8,740 2.6 9.9 
General Merch. Stores 2,564 hed 10.6 
All other Stores 2,378 0.4 Hes) 
Total ex. motor vehicles 16,071 0.8 6.1 
Consumer Credit 166,336 0.8 7.6 
(unadjusted) 
Real Consumer Spending and Attitudes 
1994Q1=1 1991=100 
, Index (1994Q1=100) 460 
{Total Spending (L) ar 
— Durable Goods (L) 
130 z : 140 
«Consumer Attitudes” (R) is 
120 120 
110 =f ealel tal | 100 
+ aha Bae 
er alats| Py 
Pan ia ae 
90 | : saa ing alee rate 60 
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THE ECONOMY ease 


Henne ea EE Raa Ae Ha TESS ES SS ETE D 
Business Investment in Plant and Equipment HEE 


Business investment surges in the second Investment in Plant and Equipment 
quarter... a9 Index (1991Q1=100) % 


100 
= Machinery & Equipment (L) 
J t i ~-Non-Residential Construction (L 
* Business investment in M&E grew 40.5% (annual rate) 175 Capacity Utilization (R) ! 
in the second quarter, the biggest increase since 1991. am 


Growth was widespread, although purchases of 
computers related to the Y2K compliance were an 
important factor behind this strong performance. 


¢ Higher building construction resulted in growth of 1.5% 
in Non-residential Construction. Engineering 
construction fell in the second quarter due to reduced 
oil and gas drilling. 


..but data are mixed so far in the third 


quarter Corporate Profits & Business Confidence 
a75 Index, 1991=100 % of GDP 
* After a sluggish July, imports of M&E rebounded in peseeite, Site ‘on nes. © 
August (+1.1%), led by a strong increase in purchases 4150 paced 53189 Bed 
of drilling equipment. However, over the same period, 
non-residential construction recorded its second oe 
consecutive monthly decline. 
¢ According to the latest issue of the Business Conditions 100 
Survey, manufacturers are expected to expand output ee a faa 
in the coming months. This may spur demand for 75 JUHBECZL GUUS EC ED UES UU ue 4 
investment. 1991 1992 1993 1994 1995 1996 1997 1998 1999 


*Conference Board of Canada 


‘Business Investment and Corporate Finances 


$ Millions, SAAR (unless otherwise noted) 
1997 1998 1998 Q3 1998 1999 Q1 1999 Q2 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 59,112 64,701 65,308 67,284 69,320 75,464 
% change 22.2 9.5 5.9 127 eave 40.5 
Non-residential Construction (1992$) 39,079 39,110 38,932 38,696 39,128 39,272 
% change 14.0 0.1 -3.8 -2.4 4.5 1.5 
Capacity Utilization (%, Non-farm goods) 83.2 82.7 81.8 82.6 83.3 83.8 
Capacity Utilization (Mfg. sector) 83.6 83.8 82.5 84.8 85.5 86.2 
a4 wernt 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits NOTE: Statistics Canada is making significant changes to 
% change the Quarterly Survey of Financial Statistics for 
Profits - Non-financial industries Enterprises. For this reason, data are preliminary and 
% change may be subject to significant revision. 
Profits - Financial industries 
% change 
Business Credit 625,859 688,937 699,279 705,050 711,760 713,830 
% change 9.3 10.1 10.2 33 3.9 TZ 
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THE ECONOMY 


Housing 


Residential investment rebounds in the 
first half of the year... 


Housing Activity 


$ Billions Units (000s) 
200 


14 Residential Construction 


¢ Residential investment advanced 15.4% (annual rate) 


in the second quarter, following an 18.6% rise in the 
first quarter. Strong increases in the first half of this 
year follow a period of sustained weakness in 1998. 


All major components of residential investment 
registered significant gains. Sales of existing homes 
were particularly strong, but new housing construction 
and renovation activity were also up. 


...and are strong so far in the second half 


Residential construction continued to advance in 
August, recording its tenth increase in the last eleven 
months. The average level of activity in July and 
August was 3.7% above its second quarter level. 


Though construction intentions declined in September, 
on a year-over-year basis building permits were up by 
almost 6%. 


Sales of existing homes were virtually unchanged in 
September, interrupting the downward trend of recent 
months. Housing starts declined in October, and have 
shown no clear upward trend so far this year. 


Although monthly data are volatile, the housing sector 
has performed relatively well on a year-over-year 
basis with most indicators recording solid advances. 
Improving labour market conditions and rising 
consumer confidence should help sustain the strong 
housing market in coming months. 


Housing Starts (Right) 


1998 


9 ‘ ‘ 
1995 1996 1997 


1999 


100 


Monthly Housing Indicators 


Change since 


levels last last 
month year 

Residential Construction (1) 14,041 0.6% 12.1% 
($92M, factor cost basis) 
Building Permits, $M (2) 1556 -7.2% 5.9% 
Sales of Existing Homes (2) 
(# of units) 20,160 “9 
Housing Starts, # of units (3) 147,500 -3300 8500 
Newfoundland 800 0 -300 
Prince Edward Island 300 0 0 
Nova Scotia 3,200 900 -200 
New Brunswick 1,400 -700 -400 
Quebec 21,200 -5900 2,600 
Ontario 59,400 -900 5,800 
Manitoba 2,700 1,200 1,300 
Saskatchewan 2,200 -1,000 700 
Alberta 22,000 3,200 0 
British Columbia 13,600 -300 -900 


1 - August data; 2 - September data; 3 - October data. 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
ee a sie | aera 
Residential Construction 42,348 41,547 42,760 44,316 
% change 12.6 -1.9 18.6 15.4 
Construction by Business sector 42,223 41,422 42,632 44,188 
% change 12.6 -1.9 18.6 15.4 
New Housing 21,441 20,695 21,436 21,916 
% change 19.5 -3.5 22.6 9.3 
Alterations & Improvements Hosts 13,645 14,104 14,356 
% change (ee, 2.5 16.6 7:3 
Ownership & Transfer Costs 7,592 7,207 7,220 8,044 
% change 4.5 -5.1 11.4 54.1 


Growth in Real Residential Construction 
% change, SAAR 


18.6 
15.4 


-15.1 
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THE ECONOMY 
Trade and Competitiveness 


A vigorous automotive sector boosts 
both exports and imports in August... 


Exports rose 2.7% in August, the strongest growth 
recorded in a year. This advance was fuelled almost 
entirely by the Automotive sector, which picked up 
from July's sluggish performance. However, exports 
decreased slightly in all other major categories 
except Other Consumer Goods. 


Imports also recorded a solid advance on the month 
(+2.3%), with all major sectors recording gains 
(except Other Consumer Goods). As with exports, 
this increase was led by higher purchases of 
Automotive Products. 


...leading to a further increase in 
Canada's trade surplus 


The trade surplus rose for the fourth straight month 
in August as export growth outpaced that of imports. 
It edged up to $3.6 billion, its highest level in almost 
three years. 


This year's combined surplus from January to 
August is $22.1 billion, already above the total for all 
of 1998 ($18.9 billion). 


Merchandise Trade 


EEE 
Merchandise Trade Flows and Balance 
$ Billions $ Billions 
Ge 10.0 
Exports (L) 
25.0 ue 
Imports (L) 
20.0 5.0 


Trade Balance (R) 
ll ill | ie ll. 


“1994 1995 _ 1996 1997 © 1998 1999 


Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 
A declining ratio represents improving Canadian competitiveness 


=< Total Economy (L) 
~~ Manufacturing (L) 1.1 
___ Exchange Rate (R) 


120 


100 
0.8 
80 | Pap Aen 
? | ra | —— 
| | == i 
La a | 
60 = & 2: Mt UR mc 2 1 mie il 96 
87 89 91 93 95 97 3 4 gl 74 33 


98 99 
Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


August 1999 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
1999 1999 1998 1999 July to July to Aug. 98 to 
August Jan-Aug. Jan-Aug. Aug. 1999 Aug. 1999 Aug. 99 
Exports 30,370 31177. 209,483 235,337 807 A 12.8 
to United States 26,200 27,191 173,688 202,386 991 3.8 16.1 
Imports 26,986 27,599 197,429 213,244 613 2.3 7.6 
from United States 20,791 21,078 151,459 163,824 287 1.4 6.8 
Trade Balance 3,384 3,578 12,054 22,093 194 
with United States 5,409 6,113 22,229 38,562 wath) 704 
Exports by Commodity 
Agriculture/Fishing Products 2,197 2,137 16,541 16,912 -60 -2.7 5.6 
Energy Products 2,679 2,664 16,133 18,022 -15 -0.6 23.6 
Forestry Products 3,466 3,318 23,165 25,624 -148 -4.3 112 
Industrial Goods & Materials 4,897 4,855 38,685 37,544 -42 -0.9 -0.3 
Machinery & Equipment 7,296 ei ZAS) 52;133 55,287 -117 -1.6 5.1 
Automotive Products 7,576 8,764 47,137 63,919 1,188 597 Olah 
Other Consumer Goods 1,128 1,146 8,072 9,110 18 1.6 7.4 
Imports by Commodity 
Agriculture/Fishing Products 1,469 1,487 dione 11,762 18 lez 1.2 
Energy Products 808 824 5,958 6,005 16 2.0 8.4 
Forestry Products 230 gay 1,637 1,796 2 0.9 13.2 
Industrial Goods & Materials 5,071 5,178 39,686 40,399 107 24 1.9 
Machinery & Equipment 8,960 9,062 65,942 70,835 102 5 55 
Automotive Products 6,339 6,743 42,337 50,088 404 6.4 21.4 
Other Consumer Goods 3,080 3,052 22,411 24,216 -28 -0.9 26 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Employment posts its second straight 
solid gain in October... 


¢ Following a sustained period of weakness earlier.in the 
year, Canada's labour market has rebounded strongly 
over the past two months. The economy gained 
80,000 jobs in October, building on an increase of 
64,000 in the previous month. 


¢ Given a slight decline in part-time employment, 
full-time work accounted for all of these net job gains 
(+85,000). So far this year, full-time employment is up 
308,000 while the number of part-time jobs has fallen 
55,000. 


...pushing the unemployment rate down 
to 7.2% 


* The national unemployment rate fell 0.3 percentage 
points to 7.2% in October. Higher employment was 
partly offset by an increase in the number of people 
seeking work (+33,000). 


° The last time the unemployment rate was this low was 
March 1990. More significantly, it has not been below 
7.2% since the onset of the 1981-82 recession (May 
1981). 


¢ The adult unemployment rate fell to 5.9% in October, 
down 0.3 points from the previous month. The youth 
unemployment rate was down 0.5 points to 14.0%. 


Labour Force Trends 


Employment 


Monthly change in thousands 


90 


60 


-30 


Unemployment Rate a) 


%e % 


13.0 68.0 


12.0 67.3 


Unemployment Rate 


11.0 66.7 

10.0 66.0 

9.0 / 65.3 
a 

8.0 64.7 

7.0 64.0 


Levels Change since °% Change since 
(in thousands) 1998 1999 1999 last last _—year-to- last last 
October September October year date month year 
Employment 14,452.8 14,736.6 14,816.1 79.5 363.3 252.7 0.5 25 
Full-time 11,736.1 12,032.6 TZeAieo 84.9 381.4 307.8 0.7 3.2 
Part-time 2,716.6 2,704.0 2,698.6 -5.4 -18.0 -55.1 -0.2 -0.7 
Youth 15-24 2,134.6 2,203.9 PRPS) TE 15.8 85.1 38.2 0.7 4.0 
Adult 25+ 12,318.2 12,532.8 12,596.4 63.6 278.2 214.5 0.5 aS 
Self-employed 2,595.1 2,529.0 2,533.4 | 44 -61.7 -56.2 0.2 -2.4 
Unemployment 1,264.7 1,195.2 1,148.3 -46.9 -116.4 -123.9 | -3.9 -9.2 
Unemployment Rate 8.0 75 UE -0.3 -0.8 -0.8 
Youth 15-24 14.7 14.5 14.0 -0.5 -0.7 -0.4 
Adult 25+ 6.8 6.2 5.9 -0.3 -0.9 -0.9 
Labour Force AS AO 15,931.8 15,964.4 , 32.6 246.9 128.8 0.2 1.6 
Participation Rate 65.3 65.4 65.5 0.1 0.2 -0.1 
Employment Rate 60.0 60.5 60.8 | 03 0.8 0.4 
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LABOUR MARKET TRENDS 


In 


dustry Overview 


October job gains are concentrated in the 
Goods-producing industries... 


Most of October's employment growth occurred in the 
Goods-producing industries (+74,000). As in the 
previous month, both Manufacturing and Construction 
posted solid gains. However, while Manufacturing 
employment is up 9.6% compared to last October, the 
number of Construction workers is basically unchanged 
on a year-over-year basis. 


Employment in the Service sector edged up 6,000 on the 
month. The largest gain was in Trade, while the biggest 
losses were registered by Accommodation & Food 
Services and Other Services. 


..and among paid employees in the private 


Employment by major sector 
January 1997 = 100 


109 
1 

ue Total 
405 Goods 


~~ Services 


103 


101 


Employment growth by worker category 


October 1999 (thousands) 


sector Total 
* The number of paid employees in the private sector was Pivate 
up 67,000 in October, the fourth straight monthly rise. employees 
Prior to this string of advances, paid private-sector 
employment had fallen in five straight months. Self- 
employed -56. 
¢ Both self-employment and employment in the public 
sector were little changed on the month. However, Public 
public employment is still up sharply on a year-to-date igs 
basis. @@ month-over-month 
&8 year-to-date 
_ Industrial Employment Trends 
3 Levels Change since % Change since 
(in thousands) 4998 4999. 4999 last last year-to- last last 
October September October month year date month year 
Goods-producing S,MOO.2 3,844.7 3,918.6 73.9 185.4 156.4 1.9 5.0 
Agriculture 413.8 393.6 385.2 -8.4 -28.6 -27.0 -2.1 6.9 
Other Primary* 276.4 262.9 272.3 9.4 4.1 -7.7 3.6 -1.5 
Utilities 114.3 129.5 128.7 -0.8 14.4 13.5 -0.6 12.6 
Construction 795.2 775.4 794.0 18.6 -1.2 -19.1 2.4 -0.2 
Manufacturing 2,133.4 2,283.4 2,338.5 55.1 205.1 196.8 | 2.4 9.6 
Service-producing 10,719.6 10,891.9 10,897.5 5.6 177.9 96.3 0.1 17, 
Trade 2,190.9 Zara 2,282.3 11.0 91.4 41.2 0.5 4.2 
Transportation Vio 771.6 774.6 3.0 59.4 43.9 0.4 8.3 
FIRE* 874.8 909.6 912.5 29 37,7 14.4 0.3 4.3 
Professional/Scientific 916.5 894.5 903.8 9:3 -12.7 -32.8 1.0 -1.4 
Management/Administrative 498.4 506.8 513.0 6.2 14.6 25.9 th 2.9 
Educational Services 964.7 993.7 994.7 1.0 30.0 55.4 0.1 3.1 
Health Care/Social Assistance 1,498.1 1,497.3 1,497.4 0.1 -0.7 6.7 0.0 -0.0 
Information/Culture/Recreation 648.7 666.7 661.7 -5.0 13.0 18.4 0.7 2.0 
Accommodation & Food 908.7 953.5 942.4 “11.1 33.7 9.9 By 3.7 
Other Services 731.2 696.7 685.7 -11.0 45.5 -46.2 -1.6 6.2 
Public Administration UPA 730.3 729.3 -1.0 -42.9 -40.6 -0.1 -5.6 


*Other Primary: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


Central Canada leads in job growth for 
the second straight month... 


¢ As was the case in the previous month, most of 
October's total net increase in employment can be 
attributed to major gains in Ontario (+44,000) and 
Quebec (+33,000). 


¢ Ontario's unemployment rate fell 0.4 percentage 
points to 6.0% in October. In Quebec, however, the 
sizeable job gain was offset by an even larger 
increase in the labour force, leading to a slight 0.1 
point increase in its unemployment rate to 9.1%. 


..as employment conditions are little 
changed in most other provinces 


¢ Apart from Ontario and Quebec, Prince Edward Island 
was the only other province to post a significant job 
gain in October, lowering its unemployment rate by 
just over one full percentage point to 13.5%. 
Elsewhere, employment was little changed. 


¢ In both Alberta and British Columbia, a large fall in the 


number of job seekers resulted in a significant drop in 
their respective unemployment rates. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
4999 last month 


October (000's) % 


Canada 14,816.1 79.5 0.5 
Newfoundland 209.4 ibs) 0.9 
P.E.I. 62.2 1.9 Qu 
Nova Scotia 414.2 -2.1 -0.5 
New Brunswick S371 -0.1 -0.0 
Quebec 3,451.4 Bove 1.0 
Ontario 5,841.7 43.6 0.8 
Manitoba 558.7 2.2 0.4 
Saskatchewan 483.2 -0.9 -0.2 
Alberta 1,561.5 2.4 0.2 
BC. 1,896.8 -2.6 -0.1 


363.3 
48 
22. 

10.4 
25) 
92.2 
167.2 
es 
5.8 
48.9 
1219 


Regional employment patterns 


January 1997 = 100 
109 Y 


Atlantic es 
406 ed. 


— Prairies 


=B.C. 


97 
197, 1998 1999 


January 1997 = 100 
109 


~~ Quebec 


106 == Ontario 


103 


100 


97 
1997 1998 1999 


Unemployment rate (%) 


Change since Levels Change since 
last year last last 
(000's) % month year 


2.5 UL -0.3 -0.8 
2.3 16.5 -0.3 -1.8 
Sal, 13.5 -1.1 -0.5 
2.6 9:9 0.3 -0.8 
2.3 9:9 -0.1 -1.4 
POT on 0.1 -0.6 
POS) 6.0 -0.4 -1.0 
Pa 5.4 -0.4 -0.6 
Nee 6.0 0.5 -0.2 
3.2 3) -0.7 -1.2 
0.7 7.4 -0.6 -0.6 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation rises in September... Commodity Prices (SU osbacie 


P Index, 1982-90=100 


¢ The year-over-year rate of CPI inflation increased to 
2.6% in September, up from 2.1% in August. This is exchudincieterdy 


the largest year-over-year increase since June 1995. 120.0 hots Pau axes 
¢ After hovering around the lower bound target of 1% 400.0 Total OE 


140. 


since the end of 1997, the annual CPI index has 


averaged approximately 1.9% since April. 80.0 


Energy 


..as energy prices drive the index higher ae 


e Higher energy prices are largely responsible for the 
index's rise. Growth in gasoline and fuel oil prices 4-995 1996 1997 1998 1999 
and higher rates for natural gas lifted the energy . canes ; 
component by 12.5% in September on a 


year-over-year basis. Higher prices for automobiles Consumer Prices 
and air transportation also contributed to the increase, September 1999 % Change since 
while prices for computer equipment and telephone Index last” | last 
services declined. (1992=100) month year 
All items CPI 111.4 0.3 2.6 
e When the volatile food and energy components and 
: Gites, Food 109.8 -0.5 1.4 
the impact of indirect taxes are excluded, the ene Ione e ve 
remaining "core" rate of inflation falls to 1.9% ' 
(year-over-year), near the mid-point of the 1%-3% Housenae Deer aie 108.5 LS samme 3 
target range set jointly by the Bank of Canada and the Clothing & Footwear FOF 2 eg 0:8) yeaa? 
Department of Finance. Since April, the core inflation Transportation 127.0 0.5 5.9 
rate has averaged approximately 1.6%. Health & Personal Care 110.6 0.1 1.9 
Recreation, Educ. & Reading 122.4 0.6 2.9 
* Commodity prices fell back slightly in October Alcoholle Tobaces 94.6 00 15 
following September Ss Surge, led by declines in prices Excl. Food/Energy/Indirect Taxes 112.7 0.4 1.9 
of crude oil, gold and precious metals. Commodity 
: 2 : , ‘ Energy 115.4 1.4 28D 
prices still remain well above their previous year 
levels. Commodity Prices (October) 
Index, 1982-90=100 99.2 2.0 148 
= e ae a sat Sas Excluding Energy 104.6 -1.7 6.4 
Consumer Price Index 
Energy 89.0 -2.8 39.1 
A % change, year-over-year 
Fiageee : Provincial CPI Inflation -- September 1999 
~~ Excluding Food, Energy and Indirect Taxes 


%o 


-1.0 
1993 1994 1995 1996 1997,_—ss 19981999 ee eS ae ee 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Bond yields rise throughout much of October... 


¢ North American bond yields rose steadily in early October as inflationary concerns and the 
adoption of a tightening bias by the US Federal reserve fuelled speculation of another interest rate 
increase. This speculation intensified when figures were released showing that U.S. producer 
prices posted their biggest jump in nine years in September. 


...Dut then fall back as US inflation fears lessen 


¢ The release of relatively modest consumer price figures later in the month eased market concerns 
somewhat. Bond markets were further buoyed by comments from the Federal Reserve Board 
chairman Alan Greenspan suggesting that the Fed may not raise interest rates again this year. 


* As inflation in Canada converges toward the U.S. rate, investors appear less willing to receive 
lower yields for Canadian bonds. Indeed, U.S. bonds largely outperformed their Canadian 
counterparts in October, and Canadian long rates were at par with U.S. rates on November 3. 


* On the short end, however, Canadian rates have risen less quickly, widening the spread in 
Canada's favour to almost a full percentage point by November 3. Bank of Canada Governor 
Thiessen has hinted that rate increases in Canada may be required to keep inflation in check. 


Key Money Market Rates 


Short-term Interest Rates | (end of 90-day spread | Long spread 
period) Corporate against | Bond against 
“F 90-day Corporate Paper icm Canada (daily) Paper U.S. Yield U.S. 
1997 480 -0.85 | 5,95 0,02 
. 5,25 1998 5,02 0,09 | 5,23 0,14 
6 United States 


5,00 May 1999 471 -0,19 | 5,58 -0,22 
4 June ASG 03601. 563 0:35 


= nce 4,75 July 4,91 -0,26 | 5,74  -0,27 
oll AM RUG 4,87 -0,50 | 5,68 — -0,19 
Spread ll] eC “OPI 4,50 Sept 483 63 1.591 0,22 
| .2 Oct 5,05 -0,93 6,36 0,03 
4,25 Loaratasarderataearalsasaravatd eararavalneaasasaed } 
oh beeen 7 sa ss gi! Lag Oe Aah ara® Nov 3 5.01 +098 | 614 0,00 
1994 1995, “4996 “4997. “1998 1999, CMO DE id 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Long-term Bond Yields : 
| ‘ Key Lending Rates 
10 Canada (daily) : 
6,75 end of Prime 
Canada oneal Bank Lending Mortgage Rate 
1 8 Rate Rate year  5year 
6,50 
| 6 1997 4,50 6,00 665 7,05 
| cake 6,25 1998 5,25 6,75 6,20 6,60 
4 
May 1999 4,75 6,25 6,30 7,30 
2 niga era June 475 “625 675. 3770 
Ty July 475 6o5 708: rs 
0 ot tse om 5,75 Aug 4.75 6.25 7.05 7,80 
ee Sept 4,75 6,25 6,80 7,70 
DIE ARNG RAN ccs Mar dA AE Aa eM ow silat 8.25 
1994 1995 1996 1997 1998 1999 eA 5s Oct 4,75 6,25 135 
ed & oy o oe Ro 
ki : nee ee iy Nov 3 475 635° 735. «8:25 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The stock market makes gains in October... 


* The TSE 300 index continues to trend upwards, closing out October on a 16-week high of 
7256. Utilities and Financial Services stocks made the biggest gains on the month, while gold 
stocks gave back some of the large increases realized in the previous month. 


* The stock market experienced a downturn in the middle of the month when a large increase in 
U.S. producer prices raised fears of higher interest rates. North American stocks then 
rebounded strongly on the subsequent release of figures showing consumer price gains to be 


modest. 


...and the Canadian dollar resumes an upward trend 


¢ The Canadian dollar drifted downwards during the first part of the month on the expectation 
that higher interest rates in the U.S. would not be matched by the Bank of Canada. 


¢ The dollar subsequently recovered much of this lost ground, boosted by the favourable U.S. 
inflation figures and statements by the Fed Chairman reducing the likelihood of higher U.S. 
rates. The dollar gained further support from comments by Governor Thiessen, who 
suggested that interest rates in Canada may need to be raised. The dollar closed on 
November 5 at $U.S. 0.6878, just slightly below September's close. 


Canadian dollar 


The Canadian Dollar 


ou 


(close) $US index DM yen 
$US/$C 1992=100 Canada (daily) vs. vs. C-6 vs. vs. 
0.85 98 0.69 $Cdn_ _(92=100) __$Cdn_ _—‘$Cdn 
0.80 94 1997 0.6991 85.87 1.247 90.87 
ye 1998 0.6522 78.71 1.082 75.91 
90 (9. | 
0.75 
86 H May 1999 0.6784 83.80 1.259 83.35 
0.70 June 0.6835 83.50 1.283 S2ar 
versus US dollar (L) ae Sh | July 0.6639 8239 1.267 80.13 
~-versus C6 index (R) Aug 0.6700 81.79 1.236 75.80 
0.65 78 | Sept 0.6815 82.43 1.261 72.34 
0.66 | Oct 0.6797 82.22 Zon TAI SAL 
i) “A G2 Ree i 
0.60 x NX Oy | 
1993 1994 1995 1996 1997 1998 1999 er Ft C8 oF | Nov 5 0.6808 
pee ee creat ware : Key Stock Market Indexes 
Stock Market Indices Sr ChanGe Won 
12,500 TSE 300 (daily) October last last 
7.300 Close month = year 
40,000 TSE 300 7,256 4.3 16.9 
: Dow Jones Oil & Gas 6,062 -3.1 11.6 
Industrial Average 7,100 Metals & Minerals 3,901 02 — 26:0 
Utilities 9,198 17.0 36.6 
aed Paper & Forest 4,976 Das 39.4 
6.900 Merchandising 4,853 -4.3 -5.0 
TSE 300 Financial Services —-7,278 86 -59 
as of Golds 6513, 139 Az9 
Price-Earnings Ratio* 29.7 1.5 4.4 
6,700 
2700 Se S&P 500 1,363 63 24.1 
4993 1994 1995 1996 1997 1998 1999 > FX ok , . : 
it Bs Dow Jones 10,730 3.8 24.9 
“columns 2 & 3 reflect change in levels 
As 
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THE UNITED STATES ECONOMY 

seen a ea aa a TST 

U.S. Economic Trends ed 
The U.S. economy grows at a fast pace in the third quarter... 


* Advance estimates indicate that real GDP increased 4.8% (annual rate) in the third quarter of 
1999, its fastest pace so far this year. Solid gains in consumer spending, exports and business 
investment in plant, equipment and inventories were all responsible for this strong performance. 
However, high import growth and lower residential investment moderated overall growth. 


* Recovering from the effects of Hurricane Floyd, U.S. employment rose by 310,000 in October. 


The unemployment rate edged down to 4.1%, its lowest level in 29 years, indicating that the U.S. 
labour market remains tight. 


* The U.S. trade deficit narrowed to $24.1 billion in August after hitting a record high in July. A jump 
in exports (+3.7%) help pull down the trade deficit despite strong import growth (+3.0%) 


... but inflation indicators are mixed 


* Boosted by higher energy prices, the year-over-year rate of CPI inflation rose to a 30-month high 
of 2.6% in September. A large increase in producer prices also reinforced fears that the Federal 
Reserve might raise its key federal funds rate on November 16. 


* However, slower growth in employment costs in the third quarter and in average hourly earnings in 
October subsequently soothed fears of a possible hike in interest rates. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR Monthly change in thousands 
5.9 400 
300 
200 
q | | | | | 
ae | =: iLL 


1997 1998 1999 


U.S. Consumer Price U.S. Unemployment & Participation Rates 


U.S. Consumer Price Inflation 


| ° %, 
0 % change, year-over-year AP % Ae 


Unemployment Rate 
(L) 


3.0 7.0 68 


2.0 


— Excluding Food & Energy 
— Total 


5.0 66 
a Participation Rate 
(R) 
4.0 65 
B80 90 91 92 93 945595 96 97 98 99 


1993 1994 1995 1996 1997 1998 1999 
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SPECIAL REPORT 


A Closer Look at the ICT Sector in Canada 


The ICT Sector is making a substantial 
contribution to growth in Canada... 


¢ The Information and Communications Technologies 
(ICT) sector contributed $41.3 billion to Canada's 
GDP ($1992) in 1997 -- representing 5.9% of the 
total economy. 


¢ Annual growth in this sector has been 5.7% so far in 
the 1990s*, compared to growth of only 2.0% 
economy-wide. This fast growth of the ICT sector 
means that it has accounted for 11% of the growth in 
total output so far in the 1990s. 


¢ Within the ICT sector, Services industries have 
grown faster than Manufacturing industries over this 
period (6.0% per year versus 5.1%). Within 
Manufacturing, production of Computer Equipment & 
Electronic Components has been particularly strong, 
while Software & Computer Services have posted 
the largest gains in Services. 


...and is a major source of new jobs 


¢ Employment in the ICT sector has also experienced 
strong growth during this period. The number of jobs 
in ICT industries rose from 391,000 in 1990 to 
481,000 in 1997, an increase of 23.1% (3.0% annual 
growth, compared to 0.8% economy-wide). 


- In 1997, 3.5% of all Canadian workers were 
employed by the ICT sector. 


* Most of these employment gains have occurred in 
Software & Computer Services, where employment 
is 2% times higher in 1997 than in 1990. 
Employment in the Manufacturing segment of the 
ICT sector has remained relatively stable over the 
1990-97 period. 


*As GDP for ICT wholesaling is not available from 1990-92, growth rates 
calculated over the 1990s exclude this industry. 


Information & Communications Technologies Sector 


Consumer electronics Cable television 


Communications & 
telecommunications equipment 


Telecommunications services 


Electronic components ICT wholesaling 


Software & computer services 


Computer equipment 


Communications wires & cables Office machinery rental & leasing 


Instrumentation 


ICT Sector GDP Growth, 1993-97 


% $1992, 000's re 
= ICT GDP share of Total Canadian GDP (L) 
CUICT GDP level (R) 


6.0 


5.5 


40 
5.0 35 
93 94 95 96 97 


Source: Industry Canada, ICT Statistical Review. 


GDP by Sub- sectors, 1997. 


Communications 
Services 
37.6% 


Software and 
Computer Services 
19.8% -f 


ICT 
ICT bre 
Wholesaling ae 
22.7% 


Source sty Canada, ICT Statistical Review 


ICT Sector employee Growth, 1993- 97 


% 000's a 
Ss: ==|CT Employment share of Total EE 


Canadian Employment (L) 
CCT Employment level (R) 


ve 450 
3.2 
400 
3.0 


350 
2.8 


2.6 300 


93 94 95 96 97 


_ Source: Industry Canada, ICT Statistical Review. he: 


Employment by Sub- sectors, 1997 _ 


Communications 


Software and Services 
Computer Services 23.4% 
36.1% 


() 


ees ICT 
ICT yea Big 
Wholesaling BI 
18.8% 


SOWIE Industry Canada, CT Statistical Review, 
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SPECIAL REPORT 


A Closer Look at the ICT Sector in Canada 


ICT industries are the biggest performers 


of private sector R&D... 


e In 1997, R&D expenditures in the ICT sector reached 
$3.6 billion, representing 42% of total private sector 


R&D. 


- Most recent data suggest that the ICT industries 
were intending to spend $3.8 billion on R&D in 


1998, a 4.1% increase over 1997. 


e With a projected total of $1.8 billion in spending in 
1998, the Telecommunication Equipment industry is 
by far the largest spender on R&D, representing 
almost 20% of all Canadian private sector R&D 


expenditures. 


..and have a knowledge-intensive 
workforce... 


¢ Employment in the ICT sector is characterized by a 
high level of education. In the Software & Computer 
Services industry, 46% of employees have a 
university degree, 2% times higher than the national 


average of 19%. 


« In other ICT industries, such as Computer 
- Equipment, Communication & Electronic Equipment, 
and Telecommunication Services, the proportion of 
employees with a university degree is also 


significantly above the Canadian average. 


...that earns above-average wages 


* Employees in this sector are also well rewarded. 
Workers in the Computer Equipment industry earned 
on average $47,805 in 1998, 52% more than the 
economy-wide average. Employees in Software & 
Computer Services, Communication & Electronic 
Equipment, and Telecommunication Services also 
earned over 40% more than the Canadian average. 


R&D Expenditures by ICT industry, 
1998 Intentions 


Telecommunication 
Equipment 
46.7% 


Software & Computer ‘ 


Services 
16.3% 


Others 
6.6% 


Communications 


Service 
Computer Equi t aoe 3.1% 
uter Equipmen 2 
Same. a ea 
. ‘ Communication 
Wholesaling & Electronic 
9.0% Equipment 


Source: Research & Development in Canadian Industry (RDC1) Survey 


Percentage of Workers with a University 
Degree, 1998 


Software & Computer ae 
Services 


Computer Equipment 30% 


Communication & Pee 
Electronic Equipment 


Telecommunication Services 26% 


All Canadian Industries 19% 


Source: Statistics Canada, Labour Force Survey (LFS) 


Average Annual Earnings by Industry, 1998 


Computer Equipment $47,805 
Software & Computer $46,840 
Services 
Communication & $45,762 
Electronic Equipment 
Telecommunication Services $44,624 


All Canadian Industries $31,529 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH) 
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SPECIAL REPORT 
A Closer Look at the ICT Sector in Canada 


Although ICT Manufacturing industries are |!CT Manufacturing Exports by Industry, 1998 _ 
highly export-oriented... Total: $25.1 Billion 


¢ More than three quarters of ICT products Eadie 
manufactured in Canada are exported. In 1998, Lr 30.5% 
exports of ICT goods reached $25 billion, up 7.9% Gecaneaia 
over the previous year and more than double the 29.1% £. 
1990 level. 


- Exports of Computer Equipment represented the 
largest proportion (30.5%) of all ICT 
manufacturing exports in 1998. Most of these 
exports consist of parts such as power supplies Electronic 


and printed circuit boards. ae 


Instrumentation 
12.1% 


Source: Industry Canada, ICT Statistical Review. 


¢ Consistent with overall trade patterns, the United Ue TES * as cmernameaed 
States is the main market for ICT manufacturing Raieegs au eer 
exports. Shipments to the US reached $20.6 billion ICT Manufacturing Exports by Region, 1998 _ 
in 1998, accounting for 82% of all ICT manufacturing 1998 Share of Total (1990 share in brackets) 
exports (up from 78% in 1990). 


U.S. 
82.1% 


¢ Shipments to the European Union totalled $1.8 billion aoe 


in 1998, representing 7.2% of total exports (down 
from 11.5% in 1990). Exports to the Asia-Pacific 
reached $1.6 billion in 1998. 


Others 
4.3% (4.3%) 


APEC 
6.4% (6.6%) 
European 

Union 

7.2% (11.5%) 


..-Canada nonetheless still incurs a 
sizeable trade deficit in this sector 


¢ Despite the strong growth in exports, Canada's ICT 
sector has a large and growing trade deficit. Indeed, 


i ici PASH ITONEO Oo OMtOm nl peeeees aS ee 5 
ue Se tae ia URSIN Tee GOIN thet ICT Total Exports, Imports and Trade 


Balapagions 

* This rising deficit is mainly due to higher imports of eae 

electronic components which reached $15.5 billion in 40.0 
1998 (including $9.0 billion in imports of 


5 . 3 : 30.0 
semiconductors). Canada is aggressively seeking Exports 
investment in a semiconductor plant to improve our 2.0 —— 
trade position. 


10.0 


Source: Industry Canada, ICT Statistical Review. 


Imports 


Trade Balance 
For further information on the Canadian ICT sector, you —- 9.0 x P| Pa 
are invited to consult thé ICT Statistical Review which is ne a a a a : 
published on Strategis at http://strategis.ic.gc.ca/infotech. 


1990 1991 1992 1993 1994 1995 1996 1997 1998 


Note to Readers: . . 
Some 1997 and 1998 data reported in this article are slightly different from data reported in 


previous publications since it includes the latest revisions made by Statistics Canada to 
data previously published. 
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COMING UP 
Key Future Data Releases and Planned Events 


CANADA 
Survey of Manufacturing — September ......... Te Len Te RL ENA Wh November 16 
Moneianvicoucy neport (Bank’of Canada) sncic.ccccseccceecse lene November 17 
International Trade’ — SepteMDe’S 5 occ. ccs. convesco-cosessessevvavcecegassesaevanecus November 18 
COnSuinetsmriCeINdeX = OCTODEL <3 os iocis.ec: sass seed ee November 19 
CoB ioe AC ONACOSE — OCDICIIDOD i. cc nduccssnsivaceotenwiavetl«tdiuawvendecsuones ater November 30 
National Economic & Financial Accounts — 3rd Quarter 1999 ........... November 30 


Balance of International Payments — 3rd Quarter 1999 wow. November 30 
Lanougiorce: Suivey =NOvembehiced.... ccecicc.c-0eb sae veesedveseneeanen ek December 3 
Financial Statistics For Enterprises — 3rd Quarter 1999 oo......... December 6 


Capacity Utilization Rates — 3rd Quarter 1999 ........ ee December 7 
UNITED STATES 

Federal Open Market Committee meeting ....................ccccceeeeeeeeeeeeeees November 16 

Consume nsanice Index; OCIODEI a5... cco sndas Mai a ett eee November 17 

International Trade — September 0.0.0.0... eee cece cece ce eneeeeeeeereeananeees November 18 

SDR rord Ouatenit 999} PrelimiNAly va. csdiicee...cc0s-cececersonsseneceesseecwedunes November 24 

Employment Situation — November ........<......semis.sdeeseee at ieee epee December 3 


Note: the November MEI uses data available as of November 5, 1999 


The Special Report scheduled for the December MEI is entitled 
"1999: The Year in Review" 
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HIGHLIGHTS 


ais Canada's unemployment rate falls to an 
18-year low of 6.9% in November, with 
strong employment gains for the third 
straight month. 


i Output rises 4.7% (annual rate) in the 
third quarter, boosted by strong demand 
at home and in the United States. 


de The Bank of Canada raises its key 
lending rate by 25 basis points on 
November 17 as the economy gathers 
strength. 


we Canadian stock prices reach a new 
all-time high in November but the dollar 
retreats on fears of higher U.S. interest 
rates. 


Key Monthly Economic Indicators 


% Change since 


last last 

month year 
Real GDP ($92 B) 755.1 0.2 4.4 Sept 
Goods 253.2 0.7 6.0 Sept 
Services 501.9 0.0 3.6 Sept 


Composite Index 218.3 0.5 5.1 Oct 


Employment (000's) 14,876 0.4 2.4 Nov 
Full-time 12,206 0.7 3.5 Nov 
Part-time 2,670 1.1 -2.5 Nov 

Unemployment* (%) 6.9 7.2 8.0 Nov 
Youth* 13.2 14.0 14.5 Nov 
Adult* 527, 5.9 6.7 Nov 

CPI inflation* 2S 2.6 1.0 Oct 


Retail Sales ($M) 22,199 0.4 6.9 Sept 
Housing Starts (000's) 155.1 5.1 18.8 Nov 
Trade Balance* ($M) 


2,522 3,635 1,840 Sept 


Exports 30,347 -3.2 9.5 Sept 
Imports 27,825 0.4 7.5 Sept 
M&E 9,007 -1.0 2.7 Sept 


3-mth Corp. paper* (%) 5.05 5.05 5.09 Dec 1 
Long bond yield* (%) 6.19 6.36 5.47 Deed 
Canadian dollar* (US¢) 67.59 67.82 65.23 Dec 3 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 
Real GDP by Industry 


Real GDP records its 14th consecutive advance in September... 


* Real GDP advanced 0.2% in September, about half the pace of the previous three months. This 
was the fourteenth consecutive monthly increase, extending the longest uninterrupted string of 


monthly gains in over a decade. 


..driven mainly by gains in the Goods-producing industries 


* Growth was concentrated in the Goods-producing industries in September with production rising 
0.7%. While output expanded in most major categories, the largest gain was in Mining (only its 
third increase so far this year), as higher oil prices spurred drilling and rigging activity. Elsewhere, 
a 15% rise in electricity exports to the United States boosted Other Utilities production. Following 
three monthly gains in excess of 1.0%, Manufacturing rose a modest 0.3% as production of autos 


fell back. 


¢ Output in the Services industries was essentially unchanged in September. This weaker 
performance resulted from a sharp loss in Wholesale Trade — as demand for computer equipment 
and software slowed — and lower production in Finance & Insurance and Retail Trade. These 
losses were offset by advances in the other major categories, led by continued strong growth in 
Business Services and notable gains in Transportation & Storage and Other Services. 


‘RealGDPatFactorCost. 


% change 


September 1999 


Real GDP at Factor Cost (1992 dollars) 


1.5 monthly % Change since last 
oie cake eadiic $ millions change month year 
indicator Total Economy 755,075 1,764 0.2 44 
Business sector 625,968 eonid, 0.3 Sie. 
Goods 253,199 1,686 0.7 6.0 
- Agriculture 13,510 26 0.2 5.4 
| Fishing & Trapping 674 Sy 2 -11.0 
Logging & Forestry 4,421 16 0.4 4.9 
| | | Mining* 26,744 627 24 44 
| Manufacturing 139,890 367 0.3 ome 
er 7 tell (eae Construction 41,915 239 0.6 5.3 
: Other Utilities 26,045 433 1.7 5.9 
/Real GDP by major sector Services 501,876 78 0.0 3.6 
Transport & Storage 35,413 237 0.7 6.3 
Cpe ea Communications 26,038 114 0.4 8.0 
Wholesale Trade 45,816 -815 -1.7 SS 
| 119 / | Retail Trade 47,083 -59 -0.1 4.3 
ends | Finance & Insurance 41,548 -149 -0.4 es, 
| 115 Manafacturing | Real Estate & Ins. Agent 79,670 65 0.1 2.4 
| — Services hii 441 Business services 43,965 293 0.7 7.8 
ec! \ le Government services 45,690 153 0.3 2.0 
_ 107 : | Education 40,444 13 0.0 1.2 
| Health & Social Services 46,885 35 0.1 “12 
P63 Accommodation & Food 19,568 33 0.2 2.0 
| Other 29,756 158 0.5 17 
| "1996 4997 1998 1999 | *Includes Quarrying and Crude Petroleum & Natural Gas 
= —————e 4 
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THE ECONOMY 
Consumer Spending and Attitudes 


Real consumer spending growth remains 
strong in the third quarter... 


* Real consumption rose 4.8% (annual rate) in the third 
quarter, keeping pace with growth recorded since the 
beginning of the year. Indeed, growth in consumer 
spending has exceeded 4% in each quarter so far this 
year. 


* Increases were largest for consumer durables (boosted 
by higher purchases of motor vehicles) but spending 
increased across all major categories, including 
services, semi-durables, and non-durables. 


..and disposable income surges 


* Personal disposable income recorded its strongest 
quarterly advance so far this year, increasing 4.8% in 
the third quarter. 


¢ Household debt levels were essentially unchanged in 
the quarter, leading to a drop of almost one percentage 
point in the debt-to-income ratio. However, the saving 
rate edged down to 0.3% in the third quarter. 


Real Consumer Spending and Household Finances 


Real Consumer Spending and Attitudes 


$ Millions, SAAR (unless otherwise noted) 


1997 1998 1999Q2 1999 Q3 

Real Consumption (92$) 472,867 485,906 498,600 504,440 
% change 4.2 2.8 4.3 4.8 
Durable Goods 62,823 66,801 | 70,032 73,008 
% change 133 6.3 3.5 18.1 
Semi-Durable Goods 44,334 46,526 47,376 48,024 
% change 4.3 4.9 24 5.6 
Non-Durable Goods 118,293 119,521 121,476 421,572 
% change 1.3 1.0 1.6 0.3 
Services 247,417 253,058 259,716 261,836 
7eohange 3.4 23 6.1 3.3 
Disposable Income 534,728 552,778 564,848 571,456 
% change 3.1 3.4 3.0 4.8 
Saving Rate (%) 2.8 2.3 0.9 0.3 
Debt-to-Income Ratio (%) 96.4 98.3 100.4 99:3 


Total Retail and Motor Vehicle Sales 


$ Billions $ Billions 
22.0 
21.0 Total Sales (Left) 6.3 
20.0 o 
7 5.5 

19.0 Af 

a Motor Vehicle Sales Pe 
18.0 Xp (Right) , 
17.0 \ toto 4.0 

1998 


| 140 


*Conference Board of Canada 


Retail Sales and Consumer Credit 


September 1999 ehante clnce 


last last 
$ millions month year 


Total Retail Sales (S.A.) 22,199 0.4 6.9 
Food 4,907 -0.2 1.8 
Drug Stores AA 22 0.2 4.4 
Clothing 1,168 -2.6 0.2 
Furniture 1,141 -0.9 8.4 
Automotive 8,881 1A 10.2 
General Merch. Stores 2,616 1.6 11.6 
All other Stores 2,364 -0.3 54 
Total ex. motor vehicles 16,088 -0.0 5.8 

Consumer Credit 168,052 1.0 8.4 


(unadjusted) 


Index (1994Q1=100) 1991=100 fen 


[JTotal Spending (L) 
—- Durable Goods (L) 
«« Consumer Attitudes* (R) 
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THE ECONOMY 


Business Investment in Plant and Equipment 


. A ; 3 e | oe i a ear e let aren ey 
Business investment slows down in the third = -"YSsiment in Flant and Equipment —__ 
200 3 


| 100 
quarter... =~ Machinery & Equipment (L) 


~-Non-Residential Construction (L) 


a Capacity Utilization (R) 


¢ Growth in business investment in plant and equipment 


slowed to 0.4% (annual rate) in the third quarter, down | e 
from 5.5% in the previous quarter. The slower advance | a0 
was due to a 1.8% decline in M&E spending, fuelled by | 80 
lower investment in aircraft and computers. 125 
. . . . . . . CT eeesteatl 
¢ Higher investment in non-residential building and is 


100 ,. 
engineering structures in the third quarter resulted in an 


| 
increase of 8.5% (annual rate) in Non-Residential | 
Construction. This was the third consecutive increase | 
following five straight declines. 


Xx Were Dione oe 
75 es 


1991 1992 1993 19: 


ty SERRE Shree ' Toxo 60 
94 1995 1996 1997 1998 1999 


...but higher capacity utilization and stronger 


profits bode well for future investments its tener 


(“jCorporate Profits as % of GDP (R) 
= Business Confidence® (L) 


¢ Capacity utilization in non-farm producing industries | 150 
jumped up to 86.0% in the third quarter, its highest rate | 
since the 1987-88 economic expansion. 


¢ Corporate operating profits rose 34.0% (annual rate) inthe | ie 

third quarter, propelled by a sharp increase in profits of | : an | 
non-financial industries. The strong pick up in profits is | o[Mecnal 1 

. . . . * | 75 Wl Bena] Es Leta ‘ alee : id 

ave Bee oa Ganadianrcices, strong domestic and 1991 1992 1993 1994 1995 1996 1997 1998 1999 


*Conference Board of Canada 


Business Investment and Corporate Finances 


$ Millions, SAAR (unless otherwise noted) 
1997 1998 1998 Q4 1999 Q1 1999 Q2 1999 Q3~: 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 59,112 64,701 67,284 69,048 74,708 74,364 
% change 22.2 9.5 UAE 10.9 37.0 -1.8 
Non-residential Construction (1992$) 39,079 39,110 38,696 39,448 39,756 40,572 
% change 14.0 0.1 -2.4 8.0 SZ 8.5 
Capacity Utilization (%, Non-farm goods) 83.8 83.2 83.0 83.7 84.2 86.0 
Capacity Utilization (Mfg. sector) 83.7 83.8 84.5 84.9 85.5 87.6 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 146,023 132,032 138,172 144,096 147,952 159,180 
% change 20.9 -9.6 64.8 18.3 10:4 34.0 
Profits - Non-financial industries 90,839 82,442 90,592 99,012 102,880 115,684 
% change 16.5 -9.2 75.9 42.7 16.6 59.9 
Profits - Financial industries 55,186 49,590 47,580 45,084 45,072 43,496 
% change 29.0 -10.1 45.9 -19.4 -0.1 -13.3 
Business Credit 624,005 686,484 702,367 708,707 710,032 719,229 
% change 9.2 10.0 3.3 Qi 0.8 5.3 
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THE ECONOMY 


Housing 


Residential investment slows down in 
the second quarter... 


¢ After recording double-digit growth rates in the first two 
quarters of the year, business investment in residential 
structures slowed to 2.5% (annual rate) in the third 
quarter. 


¢ Investment in alterations and improvements decreased 
for the first time in a year, partly explaining this slower 
growth. All other major components of residential 
investment advanced at a slower pace compared to 
recent quarters. 


...but is likely to pick up again in the 
fourth quarter 


¢ Residential investment is likely to pick up in the fourth 
quarter, as economic growth remains solid and labour 
market conditions improved further in November. 


¢ Although sales of existing homes were down in 
October, residential construction intentions were up 
14.4% in October, the biggest monthly increase since 
early 1990. 


* Moreover, housing starts increased sharply in 
November, more than offsetting a loss in the previous 
month. 


Real Investment in Residential Structures 
$92 Millions, SAAR (unless otherwise noted) 


1997 1998 1999 Q2 1999 Q3 

Residential Construction 42,348 41,547 44,056 44,336 
% change 12.6 -1.9 13.9 2.6 
Construction by Business sector 42,223 41,422 43,928 44,200 
% change 12.6 -1.9 14.0 2.5 
New Housing 21,441 20,695 21,876 PID DTG 
% change 19.5 -3.5 9.9 7.4 
Alterations & Improvements i feeb ks) 13,645 14,252 14,016 
% change PP 2.5 4.3 -6.5 
Ownership & Transfer Costs 7,992 7,207 7,928 8,048 
% change 4.5 -5.1 49.3 6.2 


Housing Activity 
$ Billions 


14 , 7 
Residential Construction 


13 


12 


1995 1996 1997 1998 


Monthly Housing Indicators 
levels 


Residential Construction (1) 13,637 
($92M, factor cost basis) 


Building Permits, $M (2) 1,776 14.4% 26.7% 
de ee Homes (2) 18,924 -1,143 

Housing Starts, # of units (3) 155,100 7,500 24,500 
Newfoundland 1,100 300 500 
Prince Edward Island 400 100 200 
Nova Scotia 3,100 -100 1,400 
New Brunswick 2,100 700 500 
Quebec 19,800 -1,400 -100 
Ontario 67,000 7,500 17,100 
Manitoba 1,500 -1,200 200 
Saskatchewan 1,600 -600 -500 
Alberta 21,200 -800 1,000 
British Columbia 16,600 3,000 4,300 
1 - September data; 2 - October data; 3 - November data. th 


Units (000s) 
20 


100 


Change since 
last last 
month year 


0.4% 9.0% 


Sources: Statistics Canada, Canada Mortgage and Housing 


Corporation, Canadian Real Estate Association 


“Growth in Real Residential Construction 


% change, SAAR 


17.3 


“15.1 
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THE ECONOMY 
Trade and Competitiveness 


Lower exports of Automotive Products... 


* Exports fell 3.2% in September, registering their first 
decline since April. This sluggish performance was 
related to a sharp fall in exports of Automotive 
Products, which dropped 10.4% following a solid 
15.7% advance in August. Exports of Industrial 
Goods & Materials were also down on the month. 
The largest gain was recorded in Energy Products, 
driven by higher prices for crude oil. 


¢ Imports rose 0.4% in the month, fuelled by a solid 
increase in Energy Products related to higher prices 
and inventory stockpiling for the winter. Major 
declines were recorded in the Automotive Products 
and Machinery & Equipment categories. 


...contribute to a lower trade surplus 


¢ The trade balance fell for the first time in five months, 
recording a surplus of $2.5 billion in September. 
This is down from a three year high of $3.6 billion in 
August. 


* However, the cumulative trade surplus of $24 billion 


over the January-September period is almost twice 
that recorded over the same period a year earlier. 


Merchandise Trade 


Merchandise Trade Flows and Balance 


$ Billions illi 
| 35.0 $ Billions aan 
30.0 

Exports (L) 7.5 
non bees 

| 25.0 ak 
; ptt NEG 
oa * Imports (L) 50 
| 20.0 a ada 
| Trade Balance (R) 
ie / | i | ' | ll 
ve “il WN Wl 
| “4994 1995 1996 1997 | 1998 1999 
| Canada- U. S. Unit Labour Cost Ratios 

ULC Ratios (1992=100) $US per $C 


A declining ratio represents improving Canadian competitiveness 
w= Total Economy (L) 


| ~~~ Manufacturing (L) 1.1 
| ___| Exchange Rate (R) 
| 100 
| 
| | : 0.8 
80 } | | } ere 
itl ple El Bl 
HW ae open a 
fel fal hal fet kel bey | al & 
| SHH Jleee.d 
60 td teal el Gad be ea ES oe | bel ted ded 0.6 
| 87 89 91 Shs} 95 97 3 whe 74) os} 
| 98 99 | 


Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


September 1999 Levels ($ millions) i Year-to-date ($ millions) Change ($M) % Change 
1999 1999 1998 1999 Aug. to Aug. to Sept 98 to 
August Sept Jan-Sept Jan-Sept Sept 1999 Sept 1999 Sept 99 
Exports 31,347 30,347 237,198 265,388 -1,000 -3.2 9.5 
to United States 27,164 26,146 197,150 228,191 -1,018 Oy 11.4 
Imports 27,712 27,825 223,304 241,245 113 0.4 7.5 
from United States 21,095 21,129 171,393 185,048 34 0.2 6.0 
Trade Balance 3,635 2,522 13,894 24,143 -1,113 
with United States 6,069 5,017 25,757 ae 43,143 bic -1,052 
Exports by Commodity | i 
Agriculture/Fishing Products 2,135 2,140 | 18,698 18,991 i 5 0.2 -0.8 
Energy Products 2,658 2,770 18,268 20,898 112 4.2 29.7 
Forestry Products 3,297 3,296 26,082 28,874 i -1 0.0 13.0 
Industrial Goods & Materials 4,939 4,741 43,400 42,218 -198 4.0 0.6 
Machinery & Equipment TAS 7,206 58,769 62,423 31 0.4 8.6 
Automotive Products 8,854 7,931 54,157 71,663 i -923 -10.4 13.0 
Other Consumer Goods 1,138 1,106 9,159 10,186 -32 -2.8 nar 
Imports by Commodity 
Agriculture/Fishing Products 1,479 1,460 12,804 13,196 -19 -1.3 2.0 
Energy Products 887 1,136 | 6,683 7,238 249 28.1 ee 
Forestry Products 233 238 1,843 2,037 5 ZA =e 
Industrial Goods & Materials 5,193 5,246 44,776 45,665 ‘Sie: 1.0 fe 
Machinery & Equipment 9,100 9,007 | 74,712 79,914 -93 -1.0 
Automotive Products 6,728 6,593 | 48,059 56,647 e135 -2.0 15.2 
Other Consumer Goods 3,068 3,152 | 25,338 27,395 i 84 Da a 
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LABOUR MARKET TRENDS wary 
TY b> 7 f 
Employment and Unemployment hy ge 


Employment ‘ 


a ee Be a ey 
| Monthly change in thousands | 


Employment posts its third straight solid 
gain in November... 90 


* The Canadian economy created 60,000 jobs in 


November, the third consecutive solid gain following a a? / 
sustained period of weakness earlier in the year. : 
* In keeping with recent trends, full-time employment 
gained at the expense of part-time work during the | | ' : ; : 


i) 
Oo 


month. Total employment is up 313,000 so far this | 0 
year, with full-time employment rising by 397,000 and 
the number of part-time jobs falling 84,000. 


-30 


* While total employment growth has been weaker than | 4007 iGo ieisee 
last year (2.1% versus 3.0%), the number of hours oT eauii avin 


worked has increased at the same 2.2% pace. —— eS eee 
Unemployment Rate 


...pushing the unemployment rate down 13.0 ” 68.0 


\ 
to an 18-year low of 6.9% Bee 
| 12.0 4, 
| HA 67.3 
¢ The strong jobs performance in November lowered the one : Unemployment Rate (L) 
national unemployment rate by 0.3 percentage points ; 66.7 
to 6.9%. This is the lowest unemployment rate since Bae 
August 1981. ioe 
9.0 
¢ The adult unemployment rate fell to 5.7% in apres 
November, down 0.2 points from the previous month. ne 
The youth unemployment rate was down 0.8 points to 


¥ , 
Participation Rate By iia 64.7 


12%. | 7.0 


Labour Force Trends 


Levels Change since % Change since 
(in thousands) 1998 1999 1999 last last year-to- last last 
November October November year date month year 


Employment 14,533.8 14,816.1 14,876.0 | 59.9 342.2 312.6 0.4 2.4 
Full-time 11,795.9 12,117.5 12,206.3 88.8 410.4 396.6 0.7 3.5 
Part-time 2,737.9 2,698.6 2,669.7 -28.9 -68.2 -84.0 4:4 -2.5 
Youth 15-24 2ATB.2 2,219.7 2,235.5 15.8 62.3 54.0 0.7 2.9 
Adult 25+ 12,360.6 12,596.4 12,640.5 44.1 279.9 258.5 0.4 2.3 
Self-employed 2,604.4 2,533.4 2,552.1 18.7 -52.3 -37.5 0.7 -2.0 

Unemployment 1,262.7 1,148.3 1,108.5 -39.8 -154.2 -163.7 -3.5 -12.2 

Unemployment Rate 8.0 Yo? 6.9 -0.3 -1.1 -1.1 
Youth 15-24 14.5 14.0 132 -0.8 43 =t2 
Adult 25+ 6.7 5.9 Sull ae -0.2 ay 0 -1.1 

Labour Force 15,796.55 15,9644 15,9845 | 20.1 188.0 148.9 | 0.1 1.2 

Participation Rate 65.5 65.5 65.5 0.0 0.0 -0.1 

Employment Rate 60.3 60.8 60.9 0.1 0.6 0.5 
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Industry Overview f 


Employment by major sector 


- Services account for most of the November January 1997 = 100 


| 109 


job gains... | 
¢ Widespread gains in the Service sector (+52,000) 107 Total 
accounted for most of November's job growth. The 405 Goods 


largest increases were posted by Transportation and | = Sen Ees 
Professional, Scientific & Technical Services. | 103 
Employment in Public Administration fell sharply, and is 
now down 7.9% on a year-over-year basis. i 
* Employment in Goods-production edged up 8,000 on the | * 
month. Solid gains in Construction and Natural | 97 | 
1997 1998 1999 


Resource-related industries were largely offset by losses EES 
in Manufacturing and Utilities. Manufacturing 
employment, though down on the month, is up 8.0% 
compared to last November. 


..as private sector employment continues 


‘Employment growth by worker category - 
| November 1999 (thousands) 


to rebound Total 
* The number of paid employees in the private sector | 
increased by 42,000 in November, the fifth straight | are 


monthly rise. This string of advances was preceded by 
five straight months of declines. 


| 

| 

Self- 
| employed | -37.5 
¢ Employment in the public sector edged down slightly in | 


| 
| 
| 0.5 


November, but is still up sharply on a year-to-date basis. Public 

In fact, unlike in previous years, job gains in this sector sector 

have outpaced those in the private sector so far this | Bi month-over-month 
year. ga year-to-date 


Industrial Employment Trends 


7 Levels | Change since | % Change since ge since 
(in thousands) 4998 4999. 4999 last last year-to- last last 
November October November year date month 
Goods-producing 3,761.9 3,918.6 3,926.2 7.6 164.3 164.0 0.2 4.4 
Agriculture 406.4 385.2 387.9 27 -18.5 -24.3 0.7 -4.6 
Other Primary* 279.6 272.3 283.0 10.7 3.4 3.0 3.9 12 
Utilities 116.3 128.7 115.0 1 SHSi7 -1.3 -0.2 -10.6 -1.1 
Construction 815.7 794.0 623.8. | 298 8.1 10.7 3.8 1.0 
Manufacturing 2,144.0 2,338.5 2,316.4 | _-22.1 172.4 174.7 -0.9 8.0 
Service-producing 10,771.8 10,897.5 10,949.8 52.3 178.0 1486 | 0.5 1.7 
Trade 2,243.6 2,282.3 2,286.8 4.5 43.2 45.7 0.2 1.9 
Transportation 709.4 774.6 796.1 21.5 86.7 65.4 2.8 12.2 
FIRE* 881.4 912.5 906.0 -6.5 24.6 7.9 -0.7 2.8 
Professional/Scientific 931.3 903.8 920.4 16.6 -10.9 -16.2 1.8 -1.2 
Management/Administrative 490.9 51320 522.0 9.0 St 34.9 1.8 6.3 
Educational Services 955.8 994.7 993.3 -1.4 3729 54.0 -0.1 3.9 
Health Care/Social Assistance 1,481.3 1,497.4 An50S825 sa) s) 22.0 12.6 0.4 1S 
Information/Culture/Recreation 647.1 661.7 669.9 8.2 22.8 26.6 1.2 3.5 
Accommodation & Food 929.5 942.4 945.8 3.4 16.3 d3zS 0.4 1.8 
Other Services 724.9 685.7 691.4 Br -33.5 -40.5 0.8 -4.6 
Public Administration 776.5 729.3 715.0 -14.3 -61.5 -54.9 -2.0 -7.9 


*Other Primary: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing 
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LABOUR MARKET TRENDS 
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Provincial Overview 


Quebec and British Columbia lead in job 
growth... 


Most of the total net increase in employment for 
November can be attributed to major gains in Quebec 
(+36,000) and British Columbia (+13,000). 


Employment was down slightly in Ontario and 
Saskatchewan. All other provinces registered higher 
employment on the month. 


...but employment conditions improve in 
most provinces 


Provincial Employment and Unemployment Trends 


The unemployment rate fell in all provinces except 
British Columbia and Alberta in November. The B.C. 
unemployment rate increased to 8.0%, as sizeable 
employment gains were outpaced by an even larger 
increase in the labour force. Alberta's unemployment 
was unchanged at 5.2%. 


Strong job gains lowered Quebec's unemployment rate 
by 0.7 percentage points to 8.4%, its lowest rate since 
1976. Despite modest job losses in Ontario and 
Saskatchewan, declines in the labour force pushed 
down unemployment rates in these two provinces. 


All Atlantic provinces recorded lower unemployment 
rates in November on the strength of solid job gains. 


Employment (thousands) 


Levels Change since 
1999 last month 

November (000's) % 
Canada 14,876.0 59.9 0.4 
Newfoundland 210.7 13 0.6 
P.E.1. 63.3 AS 1.8 
Nova Scotia 416.8 2.6 0.6 
New Brunswick 341.3 4.2 fe 
Quebec 3,487.2 35.8 1.0 
Ontario 5,834.5 -7.2 -0.1 
Manitoba 561.9 312 0.6 
Saskatchewan 483.0 -0.2 -0.0 
Alberta ASOT 6.2 0.4 
B.C. 1,909.6 12.8 0.7 


\Regional employment patterns 
| 


January 1997 = 100 
109 2) 


Atlantic 
~~ Prairies 


106 


97 


1997 1998 1999 


January 1997 = 100 


~~ Quebec 
=» Ontario 


1998 


1999 


‘Unemployment Rates -- November 1999 


%o 


Unemployment rate (%) 


Change since Levels Change since 
last year last last 
(000's) % month year 
342.2 2.4 6.9 -0.3 -1.1 
7.6 Shih 16.1 -0.4 -2.1 
3.0 5.0 1322. -0.3 -0.9 
13.4 3:3 9.6 -0.3 -1.4 
8.4 29 9.6 -0.3 -1.8 
100.9 3.0 8.4 -0.7 -1.4 
147.5 2.6 5.6 -0.4 -1.3 
9.9 1.8 5.3 -0.1 -0.2 
ez 0.2 3.35) -0.7 -0.6 
41.4 PDT 5.2 0.0 -0.9 
8.9 0.5 8.0 0.6 0.2 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation edges down in October... ‘Commodit Paes eU St oacis 


| Index, 1982-90=100 


¢ The year-over-year rate of CPI inflation was 2.3% in | 140.0 


October, down slightly from 2.6% in September but still bios: pote: Excluding energy 
well above rates registered early in the year. 20a at) eae 
¢ Higher energy prices are responsible for most of the 
recent pick-up in inflation. In October, increases in 
prices for fuel oil, natural gas and gasoline lifted the 


energy component by 11.5% on a year-over-year Fri: mpi 

basis. Higher prices for automobiles and university 

tuition also contributed to the year-over-year increase ees the A Oe Soe ee 
in the CPI, while lower prices for computer equipment 1995 1996 1997 1998 1999 

and telephone services exerted downward pressure on je tivo Gre Gaara 2) lel 
the index. 


Consumer Prices 


October 1999 


* Commodity prices jumped up 5.7% in November, % Change since 


bringing the year-over-year increase to 22.0%. A , Index eon last 
spike in energy prices led the monthly rise, but (1992-100) ,month “year 
non-energy prices were also up. All items CPI Tatas 0.1 2.3 
Food 109.9 0.1 Ais 
.. leaving the "core" rate well within the Shelie 405.8 025) 15 
ffi % | t . Household operations 109.6 0.1 ed 
oilicial target range Clothing & Footwear 107.3 0.1 1.1 
: Transportation 127.1 0.1 5.5 
° When the volatile food and energy Componetts and the Heit Ree oeeCore aoe ie a 
impact of indirect taxes are excluded, the "core" rate of Roc enn eaue es recente 0 me ad 
inflation fell to 1.6% in October. This remains within the ae i ee ce a hs 
pe cono 10) 5 r 4 
bottom half of the 1%-3% target range set jointly by the 
Bank of Canada and the Department of Finance Excl. Food/Energy/indirect Taxes 112.6 -0.1 1.6 
Energy 116.8 AZ. ae 
Commodity Prices (November) 
Index, 1982-90=100 105.0 57). 22.0 
ic Price Ind es Pe ee ae Excluding Energy 109.5 46 10%) 
Consumer Price Index | 
Energy 96.7 8.4 56.7 
| % change, year-over-year = 
Sr “Provincial CPI Inflation -- October 1999_ 
— Excluding Food, Energy and Indirect Taxes Se i ee ee 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


The Bank of Canada raises rates for the first time since August 1998... 


* The Bank of Canada raised the trend-setting Bank Rate by 25 basis points to 5.0% on November 17, 
the first increase in over a year. The Bank of Canada's move reflects the growing strength of the 
domestic economy and a similar increase in the U.S. federal funds rate. 


* Although November's increase triggered a quarter-point increase in the Prime Lending rate, 
Canadian short term rates have been relatively stable since early October. Moreover, the spread 
between short term and long term rates has narrowed in the U.S., indicating that further increases in 
short rates in North American money markets are not expected to be large. 


...but rates in Canada remain below comparable U.S. rates 


¢ Interest rates are currently lower in Canada on both the long and short end of the yield curve. 
Canadian short-term bonds were 85 basis points below their U.S. counterparts on December 1. On 
the long end, Canadian rates moved roughly in step with their American counterparts throughout 
November, closing the period 11 basis points below comparable U.S. yields. 


[- y ae. = . i; a? | Key Money Market Rates 


‘Short-term Interest Rates | (end of ee spread Long spread 
: | eriod orporate against: Bond against 

ee 90-day Corporate Paper 5.25 Canada (daily) | ii ) Paper US. | Yield U.S. 
| 1997 4.80 -085 | 595 0.02 


| 1998 502° 2009 4% 523. - 10414 
6 United States Sat 
/ Jun 1999 4.86 -0.38 5.63  — -0.35 
eh | July 404 > 20.26) 1) 55,745, (027 
|2 ie | Aug 487 -050 | 5.68 -0.19 
Sept 483 -053 | 591 -0.22 
Cee | Oct B05. 003). 6.36) 0.03 
| -2 | Nov $05 -080 | 610  -0:12, 
| Aes x aN b& 2 soo 
| Ene Loccrcemaanbancninne Lasanaanaes Lccaaaaia ad aaa go oo rome el Dec 1 5.05 = -0.85 6.19  -0.11 


1994 1995 1996 1997 1998 1999 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


(end of Prime 
period) Bank Lending Mortgage Rate 


Rate Rate 1 year 5 year 


Canada (dail 
10 nce anada ( y) 


BE Drs 6.50 
te: cane 1997 450 6.00 665 7.05 
aes eae 1998 525 675 620 6.60 
4 
ae Jun 1999 475 M6es) G76, 8470 
2 , July 4.75 6.25 7.05 7.75 
’ . Aug ais. 625 7.05. ~7.80 
; Spread renee emsann mogere” -T® | Sept ALS = {6i25",) 6:80) “700 
nv Oct 475 625 7.35 825 
neo ee, he Behe % | 
1994-1995 1996-1997 1998-1999 pe Ae Nov 5.00) “9 :650, 2 $35. 148.20 
| > Oo & ~° o < 
_ 7 : cicaes : Dec 1 500 "650. aor. 625 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The stock market reaches a record high in November... 


* The TSE 300 index climbed steadily in November, breaking through the previous intra day 
record of 7835 to reach a new high of 7889 on November 26. Stock prices subsequently 
retreated as interest rate jitters resurfaced briefly toward the end of the month, but then quickly 
recovered with the release of a modest U.S. jobs report which eased worries of inflation in the 
U.S. Technology and utility stocks made the biggest gains on the month, while gold and energy 
stocks fell back. 


...but the Canadian dollar retreats from earlier gains 


¢ After holding firm above the U.S. 68¢ mark over much of the first half of November, the 
Canadian dollar tumbled towards the end of the month. As a result, the dollar closed on 
December 3 at $U.S. 0.6759. 


¢ The dollar's slide appears to be linked to fears of higher interest rates in the U.S. Improving 
economic fundamentals in Canada — strong growth, low inflation, and unemployment at its 
lowest rate since August 1991 — are expected to provide support to the Canadian dollar in 
coming months. The dollar should also benefit from firming commodity prices and a 
strengthening of the Asia Pacific economies. 


Pea ae Pace The Canadian Dollar 
i hl Aiea so —<,s- cial! i) Gf ade cis =o | (close) $US index DM yen 
ose font. 1992=100 | Canada (daily) ie Voi vEICS = vee vs. 
ie Mes | $Cdn___(92=100) __$Cdn__$Cdn 
94 1997 0.6991 85.87 1.247 90.87 
Ua ioae | 1998 0.6522 78.71 1.082. 75.91 
86 | Jun 1999 -0.6835.«« 83.50 «1.283 += 82.17 
\ ae | July 0.6639 82.39 1.267 80.13 
—versus US dollar (L) , at ee Aug 0.6700 81.79 1.236 75.80 
‘eee ~versus C6 index (R) Sept 0.6815 8243 1.261 72.34 
% Oct 0.6797 82.22. 1.237. 71.71 =. 
hon ee +8 he ee Pe ies ni Re eae Nov 0.6782 82.96 1.291 71.29 
“4993 1994 1995 1996 1997 1998 1999 i One Le 
zi i i. Ae Dec 3 0.6759 


Brock Marketindices Key Stock Market Indexes 


| | % change from 
| 12,500 a TSE 300 (daily) November last last 


| Close month year 
| 
aaosc ee Co! TSE 300 7,523 37. 48-6 
aay Dow Jones vm | Oil & Gas 5 (oem som 191 
bacdusttial overage : Metals & Minerals 3,806 -2.4 20.1 
Utilities 9,974 8.4 444 
7,300 ’ 
on ie Paper & Forest 4,747 AG! 430.1 
7,100 Merchandising 4,871 0.4 -8.8 
5.000 TSE 300 Financial Services TeSSo 0.8 -10.5 
j 6,900 Golds 5,192 5.8 -16.4 
Price-Earnings Ratio* 36.8 TL 9.5 
tars he, Swi eee 
2500 Uerernaccratrsanaiairacailionnsss toaster ! lirica RY ae ee?) 
1993 1994 1995 1996 1997 1998 1999 Ee Oo (ea S&P 500 1,389 1.9 19.3 
_ on Dow Jones 10,878 1.4 19.3 


*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


ay 


The U.S. economy roars along in the third quarter... 


* Preliminary data indicates that U.S. real GDP surged by 5.5% (annual rate) in the third quarter of 
1999, revised up from the advance estimate of 4.8%. Solid gains in consumer spending, exports 
and business investment all contributed to the economy's best performance so far this year. Strong 
import growth and lower residential investment moderated the overall gain. 


* The U.S. trade deficit widened to $24.4 billion in September, the third largest level on record. This 
increase was fuelled by higher imports (+0.1%) and lower exports (-0.9%). Surging imports from 
China boosted the deficit with that country to a record $6.9 billion on the month. 


¢ U.S. employment continued to advance in November, with the addition of 234,000 jobs on an 
economy-wide basis. The unemployment rate was unchanged at 4.1%, its lowest level in almost 30 
years. 


.. as the Fed boosts interest rates to head off inflation 


¢ Most indicators suggest that inflation remains tame. The CPI advanced 0.2% in October, average 
hourly earnings edged up only 0.1% in November, and productivity accelerated at a fast pace in the 
third quarter (+4.2%). However, tight labour market conditions persuaded the Federal Reserve to 
increase its key federal funds rate by 25 basis points to 5.5% on November 16th. 


U.S. Real GDP Growth 
% change, SAAR Monthly change in thousands 


| 
| 
| 
| 
| 


1998 1999 | 


U.S.Non-farm Payrolls 


| Us. Consumer Price Inflation 


A ‘% change, year-over-year 


~~ Excluding Food & Energy 
— Total 
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SPECIAL REPORT: 1999 — The Year in Review 
Trends in Output and Income 


Economic growth in 1999 has been strong... 


Led by growth in exports and consumer spending, real 
GDP increased by 4.7% (annual rate) in the third 
quarter of 1999. 


With the strong third quarter results, real GDP is up 
3.6% over the first nine months of 1999 compared with 
the same period last year, with strength in both 
domestic demand and international trade. Growth in 
the Canadian economy is expected to come in around 
3.7% for 1999 as a whole, well above last year's pace 
of 3.1%. 


..and widespread across industries 


Strong demand at home and in the U.S. has led to a 
sharp pick-up in Manufacturing activity (particularly in 
the Motor Vehicle industry). Indeed, this sector is 
currently growing about 60% faster than last year, and 
is on pace to record its best year since 1994, when 
output advanced 7.7%. 


Production is down overall in the Primary industries so 
far this year, with losses in both Fishing & Trapping and 
Mining, Quarrying & Oil Wells. The Agriculture and 
Logging & Forestry industries have benefited from a 
recovery in the demand and prices for natural 
resources. Construction activity has picked up following 
a flat performance in 1998. 


Growth in the Service-Producing industries has been 
broad-based in 1999. Output gains have been led by 
higher demand for Telecommunication Services, while 
Trade and Business Services have also continued to 
record solid growth. 


Household finances nonetheless remain 
weak 


Again in 1999, personal consumption increased faster 
than personal income. As a result, household finances 
continued to weaken. 


Household debt reached a record high of 100.4% of 
income in the second quarter of 1999 before falling 
back slightly in the following period. The personal 
saving rate dropped to an all-time low of 0.3% in the 
third quarter of the year. 


tae = . 
| Real GDP Growth 
*» Change, SAAR 


_ Real GDP Growth by Industry 


Goods-Producing 


| Manufacturing 


Construction 


SEES 2 0 


Utilities [+ © 


Service-Producing | 
Transportation, Storage & 
Communications | 
Trade | 
Finance, Insurance & 
Real Estate 
Business Services 
Community & Personal | 
Services | 
Government Services | 


lee Jan-Sept 1999 compared to Jan-Sept 1998 


Real Personal Disposable Income* 


$1992 Billion, SAAR 
550 
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tl 
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* Converted to real dollars using the chain price index for personal | 


expenditure on goods and services. 


| Personal Debt and Saving Rate 
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SPECIAL REPORT: 1999 — The Year in Review 
Trends in Consumption, Investment and International Trade 


The strong economy provides a boost to 
consumer confidence... 


* The worst effects of the 1998 Asian crisis — notably a 


sharp fall in the Canadian dollar and stock prices, as 
well as a run-up in interest rates — have now largely 
passed. Stronger economic activity in 1999 has 
boosted the confidence of consumers who steadily 
increased their spending on goods and services 
throughout the year. 


Growth in consumer spending has exceeded 4% 
(annual rate) in each of the first three quarters of the 
year. These gains have been dominated by strong 
demand for durable goods, including higher sales of 
motor vehicles. 


...and supports a surge in business 
investment... 


Business investment in M&E is up 13.9% over the first 
nine months of 1999 compared with the same period 
last year. Higher business profits as well as 
Y2K-related spending on computers have contributed 
to this strong growth. 


Following a weak performance in 1998, residential 
construction started the year off strongly before 
slowing somewhat in the third quarter. A recovery in 
non-residential construction activity in 1999 reflects in 
part a significant increase in investment in the public 
sector. 


..as the trade balance improves 


So far this year, exports have grown nearly twice as 
fast as imports. As a result, Canada’s trade surplus for 
the first three quarters of 1999 reached $24.1 billion, 
more than twice the balance recorded over the same 
period last year. 


Exports to the U.S. have continued to grow strongly, 
whereas exports to Japan and all other countries were 
down for the second straight year. 


Real Consumer Spending 
*% Change, SAAR 
8 Total Spending 


96 97 98 4 1 2 3 


Real Investment in Machinery and 
Equipment 


Index, 1994Q1=100 
Computers and other 


| 440 office equipment 


| 339 Share of Computers in Real 
| __M&E investment, 1999Q3_ 
| 320 


-\ Computers 
| i 34.3% 
| 260 
All other M&E 
| 200 65.7% Total M&E 


140 
M&E excluding 


80 computers 
1.2 34 M2 oe 4 Ae oma eee Oks melo a lezes 
94 i 695 96 97 98 99 


_ Real Residential and Non-residential | 
| Investment 


% Change, SAAR 


4, 
| 
j 
| 
aL 


Export Growth 
% Change 
| 15.5 


2 1998 
22.5 ee 1999* 
fe ee ee ee eee ee 
U.S. Japan Other U.S. Japan Other 


Destination of Cdn. Exports Source of Cdn. Imports 


* Jan-Sept 1998 compared to Jan-Sept 1999 
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SPECIAL REPORT: 1999 — The Year in Review 
Labour Market Trends 


ae 


| Employment, Labour Force and the 
Employment picks up late in the year... UC HIRIDY Me teense 


| 106.0 Index, January 1996 = 100 % iS 

* After having posted the best performance in a decade 105.9 %# Unemployment Rate (R) -e 

last year — a net gain of 453,000 jobs — employment 1OMOIy ered occa (es iN 
AG) Employment (L) 


growth was sluggish early in 1999. However, job gains 


have picked up sharply since September. The oe r g 
Canadian economy generated 313,000 new jobs in the ae : 
first eleven months of 1999, two-thirds of these over Deen || 7 
the September-November period. sa Pen rivalries rear ev atest ahcla tia 


Job Growth 


¢« Strong growth in employment dropped the national 
unemployment rate to 6.9% in November, its lowest 


rate since August 1981. Thousands (SA) 


Goods-Producing go 


164 


Primary 
...1n both the Goods and Service sectors Utilities 
Construction 


¢ In contrast to 1998, employment growth has been STUN ay 


shared fairly equally between the Goods and Service Service-Producing 


sectors this year. Employment gains in the Goods 
sector have been concentrated in Manufacturing, 
especially computer and electronic products 
manufacturing. 


Employment growth in the Service sector is 
widespread, with Community Services and 
Transportation & Storage registering the largest 
increases. The overall gain in this sector would have 
been larger if not for job losses in Public 
Administration. 


" Employment growth by worker category 


Trade 


Transportation 
Finance, Insurance, | 

Real Estate & Leasing 

Business Services 


Community Services 


Other Services 4 


aimee agent aan S 
Public Administration |.5¢ ce 


821998 


Thousands (SA) 


#81999 (Jan-Nov) — 


Paid Privat 
* Contrary to the general trend observed since 1993, oon 
the public sector has led job gains so far in 1999, 
owing to growth in such areas as health, education, | Self- © 120.3 
: F cS 1998 
and social services. The number of self-employed | SMMOyeR Sree A 
workers is down so far on the year. 
y Public “27.7 E 
sector 07.8 


| *41999 includes data from January to November inclusive. 


Gains have been especially large in the 
Atlantic provinces and Quebec 


_ Employment Growth -- 1999* 
% 

* Newfoundland has led all provinces in employment 
growth since the start of the year, followed closely by | 
Prince Edward Island. Job growth in Nova Scotia | 
and Quebec is also well above the national average. 


5.6 5.5 


* Saskatchewan and British Columbia have had the 
lowest employment growth so far this year. 
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SPECIAL REPORT: 1999 — The Year in Review 
Financial Market Trends 


The Canadian dollar recovers from an | Canadian Dollar 
all-time low... O76 meee 


¢ The Canadian dollar has slowly rebounded from its 
all-time low of US 63.31¢ in August 1998 at the height of 0.68 
the Asia-Pacific crisis. The growing strength of the 
domestic economy and a rebound in commodity prices | 


related to an improved outlook in the Asia-Pacific region ae 

have fuelled a resurgence in the dollar, particularly since 

August. However, its rise has been interrupted by several | 0.64 sso niencereNOAMERRHRR un 

sharp falis linked to potential: movements in WiS. and | —- 4an Feb Mar Apr May Jun July Aug’ Sep. Oct Nov Dec 


‘ x | 1999 
Canadian interest rates. L 


¢ The Canadian dollar closed at US 67.60¢ on December 8, _ Bank and Prime Rates 
down from a mid-year high of US 69.13¢ in early May, but | 
still up more than two cents on the year. tee a / 


| 5 year 


Mortgage tps 


...as interest rates drift upwards... L 7A 


¢ Two successive cuts to the trend-setting Bank Rate early 
in the year lowered short-term rates to 4.75% in May. | 6 Wats 
Soon thereafter, however, growing fears of U.S. inflation | 
drove up interest rates at both the long and the shortend | 
of the yield curve. is ae 


* The U.S. Federal Reserve raised its key rate in June, { on ee ate Fi 7 I A tR ; Nia 
August, and November. The Bank of Canada hiked rates | 2Horterm and Long-term interest sates _ 


in November, to head off inflationary pressures at home. | 90-day Corporate Paper, 30-year bond 
| As 
* Long-term rates, which have trended up throughout the 6 OEP pf : 
year, were up 87 basis points over the year, as of / ee ; iv 


December 8. Short-term rates finished this period at | 
roughly the same level as the beginning of the year. 


Short-term 


.and stock prices reach new heights 


* The Canadian stock market has slowly regained the | 408-7. ad eee toe ine 


ground it lost during last year's financial market crisis, dium tae ee ee 
when tumbling stock prices set the TSE 300 index back —— North American Stock Markets 


20% in August 1998. Markets enjoyed a particularly | 42,000 Seok pie 
| Ind ial A 
strong rally towards the second half of 1999, boosted by ere oi ae ra. 
a robust performance in the technology sector and a | L Aa 
surge in the price of gold, energy and other commodities. — 10,000 A wa 
The index gained over a thousand points between August —_ 9,000 ee 
and the end of November, reaching a new all-time high of cae 
7889 ae TSE 300 
, 7,000 
* Despite the strong showing over the year, Canadian _ 6,000 
stocks still failed to match U.S. gains. The Dow Jones 5,000 =m ee uae 
was up 23% on the year as of December 8, compared to Jan Feb Mar Apr May sgt: Aug Sep Oct Nov Dec 


growth of 19% in the TSE. | Pees - Fee, ae 
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COMING UP 


Key Future Data Releases and Planned Events 
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Private and Public Investment Intentions — 2000 .......... ee eeeeees February 23 
Financial Statistics For Enterprises — 4th Quarter 1999 .......... February 25 
National Economic & Financial Accounts — 4th Quarter 1999 ........... February 28 
Balance of International Payments — 4th Quarter 1999.0... February 28 
Capacity Utilization Rates — 4th Quarter 1999 0... eee March 7 
UNITED STATES 
Cansumetir rice Index.— NOVEMDC! pica. ccc degerapwicarcacsseghesesods dieses December 14 
Intemational (rade —’OClODEN Aijsc3.;s440.-nn0-50 505-0 Memes Ghee Re ea December 16 
Federal Open Market Committee meeting ........ ee. Aaa December 21 
Gite oro Uatien A999) ial acest von <-d-vas bigs ster pe canon ony guage cee December 22 
Employment,Situation. — December :.....:.2.-......:demwaevie sass guanualy 7 


Note: the December MEI uses data available as of December 8, 1999 


The Special Report scheduled for the January MEI is entitled 
"2000: The Year Ahead" 
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HIGHLIGHTS 


Canada's unemployment rate holds 
steady at an 18-year low of 6.9% in 
December. 


We Growth slows in October, but output 
nonetheless advances for the 15th 
straight month. 


dp Export growth resumes in October, 
leading to an increase in Canada's trade 
surplus. 


The Canadian dollar and stock market 
both gain sharply toward the end of 
1999, but fall back early in the new year. 


Key Monthly Economic Indicators 


Real GDP ($92 B) 756.2 
Goods 252.6 
Services : 503.7 

Composite Index 219 

Employment (000's) 14,918 
Full-time 12,248 
Part-time 2,670 

Unemployment* (%) 6.9 
Youth* sez 
Adult* Dei 

CPI inflation* Dee 

Retail Sales ($M) 21,852 


Housing Starts (000's) 155.4 


Trade Balance* ($M) 2,670 


Exports 30,698 
Imports 28,028 
M&E 9,509 


3-mth Corp. paper* (%) 5.25 
Long bond yield* (%) 6.49 
Canadian dollar* (US¢) 68.67 


% Change since 


last last 
month year 
0.1 4.2 
-0.1 5.8 
0.3 3.4 
0.5 5.3 
0.3 2.4 
0.3 3.7 
0.0 -3.0 
6.9 8.0 
13:2 14.4 
5.7 6.8 
2.3 1.2 
-1.4 6.5 
0.3 8.4 
2,497 1,705 
1.2 7.9 
0.7 4.8 
5.1 7.1 
5.05 5.02 
6.10 o225 
69.29 65.22 


*Data in levels only — % change not reported. 
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Dec 
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The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data ina convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 


consistent with generally accepted economic principles. It is available to a 


or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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This report uses data available as of January 12, 2000. It has been prepared by Marianne Blais, Joe Macaluso, Alison 
McDermott, André Patry and Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald 
Létourneau and Shane Williamson. The special report in this issue on The Year Ahead was prepared by Joe Macaluso and 
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Real GDP by Industry tet 


* Real GDP rose 0.1% in October, recording its 15th consecutive monthly increase’ Though 


growth has slowed over the past two months, this represents the longest uninterrupted string of 
monthly gains in over a decade. 


Real GDP advances at a slower pace in October... 


...With gains in Services partly offset by losses in Goods 


¢ Goods production declined slightly in October (-0.1%). Losses were concentrated in 
Manufacturing, where output fell for the second straight month after growing very strongly in 
previous months. Output in the Logging & Forestry industry also fell, in line with slower 
construction activity in the United States. Output expanded in all other major groups, including a 


fourth straight increase in Mining production, supported by higher drilling and rigging activity in the 
oil patch. 


¢ Production in the Services industries expanded 0.3% in October, led by a major gain in 
Wholesaling which was spurred by a recovery in computer and software sales. Business 
Services also registered another solid gain in October. Lower truck sales cut into Retail Trade, 
while output in the Finance & Insurance industries was held back by low stock market activity. 


‘Real GDP at FactorCost _ Real GDP at Factor Cost (1992 dollars) 
October 1999 


% change 
4.5 tienen 


monthly % Change since last 


Composite Leading $ millions change month year 
1.0% i gear Total Economy 756,167 1,116 0.1 4.2 
| Business sector 626,708 809 0.1 4.9 
Goods 252,561 -379 -0.1 5.8 
Agriculture 13,668 59 0.4 6.4 
Fishing & Trapping 749 31 4.3 46 
Logging & Forestry 4,316 -105 -2.4 0.7 
Mining* 26,803 51 0.2 2A 
Manufacturing 138,905 -539 -0.4 bs 
1997 1998 1999 Construction 41,954 77 0.2 54 
= a ae eS. a Other Utilities 26,166 47 0.2 9.0 
Real GDP by major sector Services 503,606 1,495 0.3 3.4 
Transport & Storage 35,518 70 0.2 46 
123 BAQURY 1208 5 100 Communications 26,126 2 0.0 Hen 
Wholesale Trade 46,783 1,104 2.4 7.6 
119 Retail Trade 46,489 -521 -1.1 3.9 
=Goods Finance & Insurance 41,308 -148 -0.4 18 
ie anutechins Real Estate & Ins. Agent 79,759 -37 -0.0 2.6 
— Services — Business services 44,458 337 0.8 8.3 
Ae Government services 45,920 170 0.4 2.4 
407 Education 40,577 119 0.3 0.1 
Health & Social Services 46,915 sk 0.1 -1.1 
403 Accommodation & Food 19,831 228 fee 3.0 
Other 29,922 138 0.5 PLES 

i *Includes Quarrying and Crude Petroleum & Natural Gas 


1996 1997 1998 1999 
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Consumer Spending and Attitudes 
Consumer spending remains strong in Total Retail and Motor Vehicle Sales _ 
the third quarter. $ Billions : $ Billions 


22.0 oe 


¢ Real consumption rose 4.8% (annual rate) in the third ish 
quarter, keeping pace with growth recorded since the ' Totat sates (teft) 
beginning of the year. Indeed, growth in consumer 


6.3 


: ; 20.0 
spending has exceeded 4% in each quarter so far this 5.5 
year. 19.0 
Motor Vehicle Sales 48 
* Personal disposable income rose 4.8% (annual rate) in 18.0 FY (Right) 
the third quarter, its strongest advance so far this year. 
j j j 17.0 ‘ 4.0 
This gain, coupled with unchanged household debt 1996 41997 4998 41999 
levels, lowered the debt-to-income ratio by just over = au = ees 
one percentage point. However, the personal saving 
3 F 
rate was down, falling to 0.3% over the same period. Rotall Sales and Consumaneredt 
October 1999 4 : 
= A 2 % Change since 
...but retail sales decline in October Rass aaa 
$ millions month year 
¢ Retail Sales fell 1.4% in October, the first decline in six Total Retail Sales (S.A.) 21,852 14 65 
: 
eis ae E li was wae ete ret Food 4,909 As 18 
in the Automotive sector, which industr 
i Aas f ‘ : y Drug Stores 1,126 0.2 3.8 
sources claim can be at least partly explained by supply 
not being able to keep pace with demand. Lower sales Clothing 1,216 4.1 4.0 
in the General Merchandise Stores and Food category Furniture 1,195 50a 2-5 
also contributed to the decline. Automotive 8,428 -4.8 8.6 
; ; ; , General Merch. Stores 2,574 -0.6 9.6 
° Sales were up in all other major categories, with ietheteee 2.404 Lp ne 
especially sharp gains in Furniture and Clothing. 
Total ex. motor vehicles 16,202 0.8 6.1 
Consumer Credit 168,028 0.4 7.4 
(unadjusted) 
Real Consumer Spending and Household Finances ewe, 
$ Millions, SAAR (unless otherwise noted) Real Consumer Spending and Attitudes 
Rede 1998 ___1999 Q2_1999 3 Index (1994a1=100) 1991=100 
Real Consumption (92$) 472,867 485,906 498,600 504,440 gi Total Spending (L) 
% change 4.2 2.8 4.3 4.8 140 ~-Durable Goods (L) tio 
Durable Goods 62,823 66,801 {| 70,032 73,008 Consumer Atihedes* (R} 
% change 133 6.3 | 3.5 18.1 
Semi-Durable Goods 44,334 46,526 47,376 48,024 
% change 43 49 2.4 5.6 
Non-Durable Goods 118,293 119,521 121,476 421,572 
% change 3 1.0 1.6 0.3 
Services 247,417 253,058 | 259,716 261,836 RS | 
Fi f A 5 | | 
% change 34 23 | 61 33 499 -———~ a PE ig | x 
; i | { | 
Disposable Income 534,728 552,778 | 564,848 571,456 ay ae) | | LILLE. 69 
% change Si 3.4 | 3.0 4.8 1 2 SAA US Ae 2eSn4. 1203, 4 Ae sra eee 
Saving Rate (%) 28 De 0.9 03 94 95 96 97 98 99 
; 
Debt-to-Income Ratio (%) 96.4 98.3 | 100.4 99.3 *Conference Board of Canada 
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THE ECONOMY 
Business Investment in Plant and Equipment 


Business investment slows in the third 
quarter... 


¢ Growth in business investment slowed to 0.4% (annual 
rate) in the third quarter, down from 5.5% in the previous 
period. This slower advance was due in large part to a 
1.8% decline in M&E spending, fuelled mainly by lower 
investment in aircraft and computer purchases. 


¢ Higher investment in non-residential building and 
engineering structures in the third quarter led to an 8.5% 
increase in Non-Residential Construction. 


...but higher capacity utilization and profits 
could spur investment 


¢ Capacity utilization in non-farm producing industries 
reached 86.0% in the third quarter, its highest rate since 
the 1987-88 economic expansion. Corporate operating 
profits rose 34.0% (annual rate) in the third quarter, 
propelled by a sharp increase in non-financial industries. 


¢ Both factors should lead to a further increase in business 
investment. Indeed, imports of M&E rose 2.0% in October, 
and non-residential construction also advanced. 


BEE 


Investment in Plant and Equipment - 
| d 1 = % 
300 ndex (1991Q1=100) : if 400 
== Machinery & Equipment (L) 


~~ Non-Residential Construction (L) 


175 Capacity Utilization (R) 


90 


75 | os He tas 60 
1991 1992 1993 1994 1995 1996 1997 1998 1999 


Corporate Profits & Business Confidence 


Index, 1991=100 % of GDP 
175 12 


“Corporate Profits as % of GDP (R 
== Business Confidence” (L) 


125 


100 


| iechal 


75 Weise JOUR E COURS Ee | JO bus 4 
1991 1992 1993 1994 1995 1996 1997 1998 1999 


*Conference Board of Canada 


Business Investment and Corporate Finances 


$ Millions, SAAR (unless otherwise noted) | 


1997 1998 1998 Q4 1999 Q1 1999 Q2 1999 Q3 
BUSINESS INVESTMENT 

Machinery & Equipment (1992$) 59,112 64,701 67,284 69,048 74,708 74,364 
% change a2 9.5 12.7 10.9 37.0 -1.8 
Non-residential Construction (1992$) 39,079 39,110 | 38,696 39,448 39,756 40,572 
% change 14.0 Of 4 -2.4 8.0 EPs 8.5 
Capacity Utilization (%, Non-farm goods) 83.8 83.2 | 83.0 83.7 84.2 86.0 
Capacity Utilization (Mfg. sector) 83.7 83.8 | 84.5 84.9 85.5 87.6 

CORPORATE FINANCES & ATTITUDES a 
Corporate Operating Profits 146,023.0 132,032.0 138,172.0 144,096.0 147,952.0 159,180.0 
% change 20.9 ‘Gin t 64.8 183 11.1 34.0 
Profits - Non-financial industries 90,839.0 82,442.0 90,592.0 99,012.0 102,880.0 115,684.0 
% change 16.5 AO be 75.9 42.7 16.6 59.9 
Profits - Financial industries 55,186.0 49,590.0 | 47,580.0 45,084.0 45,072.0 43,496.0 
% change 29.0 101 | 45.9 -19.4 -0.1 -13.3 
Business Credit 624,004.8 686,483.6 702,366.7 708,707.0 710,032.3 719,229.3 
% change 9.2 10.0 | Ae 3.7 0.8 53 
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THE ECONOMY 


Housing 


Residential investment eases in the 
third quarter... 


After having recorded double-digit rates in each of 
the first two quarters of the year, growth in business 
investment in residential structures slowed to 2.5% in 
the third quarter. 


Spending on alterations and improvements recorded 
its first quarterly decline this year, while all other 
major components of residential investment 
advanced at a slower pace compared to recent 
quarters. 


...but should register a gain in the fourth 
quarter 


Residential construction activity declined in October, 
the third drop in the last four months. Still, on a 
year-over-year basis, residential construction was 
6.6% higher. 


Residential building permits continue to run well 
ahead of last year's pace. Construction intentions 
rose for the second straight month in November, 
reaching their highest monthly level since the early 
1990s. 


Although sales of existing homes appear to have 
peaked at a very high level, housing starts were up 
nearly 4% overall in the fourth quarter. 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
1997 1998 1999 Q2 1999 Q3 
Residential Construction 42,348 41,547 44,056 44,336 
% change 12.6 -1.9 13.9 2.6 
Construction by Business sector 42,223 41,422 43,928 44,200 
% change 12.6 -1.9 14.0 7263) 
New Housing 21,441 20,695 21,876 22 212 
% change 19.5 -3.5 9.9 7.4 
Alterations & Improvements 1S Sitlo 13,645 14,252 14,016 
% change Vez PIS) 4.3 -6.5 
Ownership & Transfer Costs 1,592 7,207 7,928 8,048 
% change 4.5 -5.1 49.3 6.2 


Housing Activity 
$ Billions 


Units (000s) 
200 


14 Residential Construction 


L 
13 Cele 175 
12 150 
| an 
11 125 
10 100 
75 


9 
1995 1996 1997 1998 1999 


Monthly Housing Indicators 


Change since 
levels last last 
month = year 


Residential Construction (1) 13,522 -0.4% 6.6% 


($92M, factor cost basis) 
Building Permits, $M (2) 1,807 1.0% 12.1% 
Sales of Existing Homes (2) 


(# of units) 18,824 “70 


Housing Starts, # of units (3) 155,400 400 12,000 


Newfoundland 900 -200 200 
Prince Edward Island 300 -100 200 
Nova Scotia 2,500 -600 1,200 
New Brunswick 1,600 -500 -100 
Quebec 20,100 300 0 
Ontario 68,600 1,600 14,100 
Manitoba 1,600 100 500 
Saskatchewan 1,800 200 300 
Alberta 21,400 300 -6,600 


British Columbia 15,900 -700 2,300 


4 - October data; 2 - November data; 3 - December data. 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Growth in Real Residential Construction 
% change, SAAR 
17.3 

14.0 


-15.1 
935,94 595096 97 98 
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THE ECONOMY es 


Cann nner eee Sa NSTI ~ 
Trade and Competitiveness BEE 
A revival in exports Merchandise Trade Flows and Balance 
hie $ Billions $ Billions ‘en 
* Exports rose 1.2% in October, partly offsetting a 30.0 — 


3.2% decline in September. This recovery was 


due mainly to higher exports of Industrial Goods mse citer # 
(prices for uranium and gold increasing), i 
Automotive Products and M&E. - parts tt) 
20.0 6 5.0 
¢ Imports were up 0.7% in October, advancing for 
the ninth consecutive month. The increase was Trade Balance (R) 
mainly attributable to higher imports of Agricultural 15.0 a 
Products and M&E, which were boosted by higher 
purchases of airplanes and portable systems dll Hh il 
computers. ries 4056. 4956" 2 AesT Hace Goan 
...leads to a higher trade surplus Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 
- iam 420 A declining ratio represents improving Canadian competitiveness 

¢ The trade surplus rose slightly to $2.7 billion in a cclieconony 
October, rebounding from a sharp decline a month ~~ Manufacturing (L) 1.1 
earlier, but still below August's three-year high of 100 oe ee) 
$3.6 billion. 

* Ona year-to-date basis, the cumulative trade 80 a ~~ M 
balance has reached $26.9 billion since January, ’ Land ea ——oe 
almost 75% higher than that recorded a year ago. | | | ie eB 

60 ' 0.6 


87 89 91 93 95 97 Sma Ase Ss 
98 99 

Source: Industry Canada compilations based on data from Statistics 

Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


October 1999 Levels ($ millions) | Year-to-date ($ millions) Change ($M) % Change 
1999 1999 | 1998 1999 Sept to Sept to Oct 98 to 
Exports 30,326 30,698 265,641 296,288 372 4.2 79 
to United States 26,063 26,474 221,160 254,758 411 1.6 10.3 
Imports 27,829 28,028 250,043 269,351 199 0.7 4.8 
from United States 21,238 21,383 192,177 206,555 145 07 29 
Trade Balance 2,497 2,670 15,598 26,937 173 
with United States 4,825 5,091 28,983 48,203 | 266 
Exports by Commodity ie 
Agriculture/Fishing Products 2,176 2,152 | 20,901 21,253 -24 -1.1 -2.3 
Energy Products 2,753 2,683 | 20,324 23,559 -70 -2.5 30.5 
Forestry Products 3,285 BORN | 29,088 32,130 -1 0.0 9.2 
Industrial Goods & Materials 4,740 4,927 | 48,117 47,145 187 3.9 4.5 
Machinery & Equipment 7,216 7,361 | 65,494 69,963 145 2.0 9.5 
Automotive Products 7,907 8,063 61,722 79,700 156 2.0 6.6 
Other Consumer Goods 1,111 4,(42° | 10,247 11,338 31 2.8 5.0 
Imports by Commodity 
Agriculture/Fishing Products 1,469 1,545 14,278 14,761 76 ay? 48 
Energy Products 1,065 797 7,381 7,950 -268 -25.2 14.2 
Forestry Products 239 228 | 2,057 2,263 ett 46 6.5 
Industrial Goods & Materials 5,272 5,296 | 50,009 50,954 24 0.5 1.2 
Machinery & Equipment 9,045 9,509 | 83,593 89,587 464 5.1 7.1 
Automotive Products 6,567 6,481 54,332 63,088 -86 =e 3.3 
Other Consumer Goods 3157, 3,160 i 28,314 30,566 i 3 0.1 6.2 
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LABOUR MARKET TRENDS 


Employment and Unemployment 


Employment closes out the year with a 


fourth straight solid gain... 


* Canada's overall level of employment rose by 42,000 in 
December, the smallest of four consecutive gains. Net 
job creation totalled 355,000 overall in 1999, with more 
than two-thirds of these gains coming in the last four 


months. 


¢ Full-time employment accounted for all of December's 
job gains, bringing the total for 1999 to 438,000. The 
number of part-time jobs fell 83,000 on the year. 


e While job growth has been somewhat weaker than in 
1998 (2.4% versus 3.2%), the number of hours worked 
has increased at roughly the same pace (2.8%) in 1999 
due to faster growth in full-time employment. 


...but a rise in the labour force leaves the 


unemployment rate unchanged at 6.9% 


« December's employment gains were matched by an 
increase in the labour force (+42,000), leaving the 
national unemployment rate unchanged at 6.9%. This 
is down from 8.0% a year ago, and is the lowest 


unemployment rate since August 1981. 


* Unemployment rates held steady in December for 
adults (5.7%) and youth (13.2%), but both are down on 


the year. 


Labour Force Trends 


Employment 


Monthly change in thousands 


90 


-30 


\ 
Why 


6.0 


900) Sto 2 9S 04 9 OE IO fe IO oS 


e 


1999 


Participation Rate (R) ss 


60 
4 i hi 


% 
68.0 


67.3 


Unemployment Rate (L) 


66.7 


64.7 


Levels | Change since % Change since 
(in thousands) 1998 1999 1999 _—itast last year-to- | last last 
December November December | month year date month year 
Employment 14,563.4 14,876.0 14,9183 | 42.3 354.9 354.9 | 0.3 2.4 
Full-time 11,809.7 12,206.3 12,248.0 41.7 438.3 ase | 08 a7 
Part-time 2,753.7 2,669.7 2,670.3 | 06 -83.4 -83.4 | 0.0 3.0 
Youth 15-24 2,181.5 2,235.5 226aa | 19% 73.2 732 | 09 3.4 
Adult 25+ 12,381.9 12,640.5 12,6636 | 23.1 281.7 etre 402 oe 
Self-employed 2,589.6 2,552.1 2,583.6 1308 6.0 -6.0 | 12 -0.2 
Unemployment 1.2722 1,108.5 1108.7 0.2 163.5 1635 | 0.0 12.9 
Unemployment Rate 8.0 6.9 69 | 0.0 -1.1 ee 
Youth 15-24 14.4 13.2 ‘ae | 0.0 te “128 
Adult 25+ 6.8 Wy ove a 0 “1.1 2 cde Set 
Labour Force 15,835.6 15,984.5 16,0269 | 424 191.3 iste) | 02 12 
Participation Rate 65.6 65.5 65.6 | 0.1 0.0 0.0 
Employment Rate 60.4 60.9 61.0 | 0.1 0.6 Ciéa 
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LABOUR MARKET TRENDS Le 
Industry Overview ea Ly it 


Employment by major sector 


Services account for most of the December 4og January 1997 = 100 


job gains... Fa 


107 


=~ Total 
Goods 
—- Services 


¢ The Service sector added 50,000 new jobs in December, 
with gains in most major categories. Overall in 1999, job ae 
growth has been strongest in Transportation and 


103 
Management & Administrative Services. 
101 
¢ Employment in the Goods-producing industries fell by 
8,000 in December, as modest gains in Manufacturing is 
and Utilities were more than offset by losses in the other 97 . 
major industrial groups. The Manufacturing sector 1997 1998 1999 


accounted for just over one of every two new jobs 
economy-wide in 1999, with employment up 8.5% ee =e ie j 
compared to December 1998. Employment growth by worker category 


$ js December 1999 (thousands) 
..and employment in the private sector 


extends its recovery Total 

e Paid employment in the private sector rose 27,000 in ae 
December, the sixth straight monthly rise. While employees 
registering a gain on the month, the number of 
self-employed remains down on a year-over-year basis. Self- - 7) 

employed -6.0 

« Employment in the public sector retreated slightly in Abia 

December. However, job gains in this sector in 1999 Sole 


actually outpaced gains in the private sector — for the first 
time since 1991. 


Industrial Employment Trends 
Levels Change since % Change since 


abe pec 1998 4999 1999 | Iast last year-to- last last 
December November December month year date month year 

Goods-producing 3,762.2 3,926.2 3918.4 | -78 156.2 156.2 -0.2 4.2 
Agriculture 412.2 387.9 377.6 -10.3 -34.6 -34.6 eer -8.4 
Other Primary* 280.0 283.0 279.3 -3.7 -0.7 -0.7 ets -0.3 
Utilities 115.2 115.0 115.4 0.4 0.2 0.2 0.3 0.2 
Construction 813.1 823.8 821.4 “2-4 8.3 8.3 -0.3 1.0 
Manufacturing 2,141.7 2,316.4 7a SE Pie 183.0 183.0 | 0.4 8.5 
Service-producing 10,801.2 10,949.8 10,999.8 50.0 198.6 198.6 0.5 1.8 
Trade 2,241.1 2,286.8 2,301.5 14.7 60.4 60.4 0.6 27 
Transportation 730.7 796.1 7994 0.7 64.7 64.7 -0.1 8.9 
FIRE* 898.1 906.0 oie || 8 15.7 15.7 0.9 1.7 
Professional/Scientific 936.6 920.4 9504 | 30.0 13.8 13.8 3.3 1.5 
Management/Administrative 487.1 522.0 Boat | ae 39.2 39.2 | 0.8 8.0 
Educational Services 939.3 993.3 9825 | -108 43.2 43.2 | “11 46 
Health Care/Social Assistance 1,490.7 1,503.3 1,498.1 | -5.2 7.4 7.4 | -0.3 0.5 
Information/Culture/Recreation 643.3 669.9 656.7 | -13.2 13.4 13.4 -2.0 24 
Accommodation & Food 932.5 945.8 967.2 | 21.4 34.7 34.7 | 2.3 37 
Other Services 731.9 691.4 687.9 | | 3.8 44.0 44.0 | 0.5 6.0 
Public Administration 769.9 715.0 720% | 50 -49.9 49.9 | 0.7 6.5 


*Other Primary: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing 
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LABOUR MARKET TRENDS 
Provincial Overview 


Ontario, British Columbia and Alberta 
lead December job gains... 


¢ Most of the total increase in employment for 
December was attributed to solid gains in Ontario, 
British Columbia and Alberta. 


¢ Employment was down slightly in New Brunswick, 
Quebec, Manitoba and Nova Scotia. 


...but labour market conditions improve 
in every region in 1999 


* Employment was up in every province in 1999, with 
particularly strong growth registered by Newfoundland, 
Prince Edward Island and Nova Scotia. 


e With the exception of British Columbia, job growth 
outpaced growth in the labour force in all provinces, 
leading to lower unemployment rates across Canada. 


¢ These declines were led by year-over-year declines of 
4.0 percentage points in Newfoundland (to 14.7%) and 
3.2 points in P.E.I (to 12.2%). 


¢ Other notable reductions in unemployment rates were 
in Quebec (-1.9 points to 8.1%), New Brunswick (-3.2 
points to 10.3%) and Ontario (-1.3 points to 5.6%). 


¢ In B.C., the unemployment rate was unchanged at 
8.2% in December when compared to a year ago. 


Regional employment patterns 


January 1997 = 100 . 
409 y : 
Atlantic fe 
106 —~ Prairies 
= B.C. 
103 
100 
97 
1997 1998 1999 
January 1997 = 100 
03 ~~ Quebec 
406 == Ontario 
103 
100 
97 


1997 1998 1999 


Unemployment Rates -- December 1999 
% 
14.7 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Unemployment rate (%) 


Levels Change since Change since Levels Change since 


4999 last month last year last last 
December (000's) % (000's) % month year 


Canada 14,9183 42.3 0.3 354.9 
Newfoundland PAIL 1.0 0.5 Aa 
P-E.l 64.8 1-5. 2.4 4.8 
Nova Scotia 415.4 -1.4 -0.3 AS ef 
New Brunswick 337.3 -4.0 EAE 1.6 
Quebec 3,483.9 AS -0.1 86.0 
Ontario 5,869.0 34.5 0.6 162.0 
Manitoba 559.5 -2.4 -0.4 6.1 
Saskatchewan 483.6 0.6 0.1 2.6 
Alberta 1,574.9 WZ OV 41.5 
B.C. 1,918.3 8.7 0.5 24.7 


2.4 6.9 0.0 4 
6.1 14.7 a -4.0 
8.0 12.2 -1.0 22 
34) a *10.0 0.4 0.6 
0.5 10.3 0.7 413 
2.5 8.1 0.3 -1.8 
2.8 5.6 0.0 aks 
14 5.4 0.1 0.5 
0.5 | 5.5 0.2 0.8 
27 up eo 0.3 0.2 
ee ae 0.2 0.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Prices edge lower in November... 


¢ The annual rate of CPI inflation fell to 2.2% in 
November. Energy prices are up 11.2% ona 
year-over-year basis, while transportation costs have 
increased by 5.2%. Higher prices for food purchased in 
restaurants, air transportation and tuition fees also 
contributed to the year-over-year increase in the CPI, 
while prices for computer equipment and fresh fruit and 
vegetables declined. 


¢ On a month-over-month basis, consumer prices 
registered their first decline of the year in November. 
Energy prices continue to exert a major influence on the 
overall index, with a 0.9% decline in the Energy 
component of the index (led by a 1.7% drop in gasoline 
prices) contributing to the monthly 0.1% drop in the CPI. 


...leaving the rate well within the official 
target range 


¢ When the volatile food and energy components and the 
impact of indirect taxes are excluded, the "core" rate of 
inflation fell to 1.5% in November, down slightly from the 
previous month. This remains within the bottom half of 
the 1%-3% target range set jointly by the Bank of 
Canada and the Department of Finance. 


* Commodity prices advanced strongly in December. 
Energy prices are now up 70% on a year-over-year 
basis. 


Consumer Price Index 
% change, year-over-year 
= All items 
~—~£xcluding Food, Energy and Indirect Taxes 


3.0 


Official Target Range: 1%-3% 


1.0 


0.0 


-1.0 
1993 1994 1995 1996 1997 1998 1999 
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Commodity Prices ($U.S. basis 
9 Index, 1982-90=100 


e 


140. 


et bor ies Excluding energy 
120.0 ea 


100.0 Total 
80.0 
Energy 
60.0 
40.0. 
1995 1996 1997 1998 1999 


Consumer Prices 


November 1999 % Change since 


Index last last 
(1992=100) month year 
All items CPI 111.4 -0.1 22 
Food 110.6 0.6 0.8 
Shelter 105.9 0.1 1.6 
Household operations 109.5 -0.1 1h) 
Clothing & Footwear 105.4 -1.8 0.9 
Transportation 127.3 0.2 5A 
Health & Personal Care 110.5 -0.1 eS 
Recreation, Educ. & Reading 120.3 -1.4 2.6 
Alcohol & Tobacco Jom 0.5 hie? 
Excl. Food/Energy/Indirect Taxes 112.4 -0.2 ies) 
Energy 115.8 -0.9 de 
Commodity Prices (December) 
Index, 1982-90=100 106.5 0.9 26.3 
Excluding Energy 110.4 0.9 t2-5 
Energy 99'S 0.6 70.0 


Provincial CPI Inflation -- November 1999 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


c 


¢ Bond markets got off to a rough start in the New Year, as concerns of an impending interest rate 
increase by the U.S. Federal Reserve drove yields higher on both sides of the border. The upward 
pressure actually surfaced in December, when U.S. monetary authorities made it clear that their 
decision not to raise rates was based on a desire to promote liquidity in the face of possible 
Y2K-related disruptions. As the turnover passed with few disruptions, some analysts expect that the 
FOMC could raise interest rates by as much as 75 basis points over the first six months of 2000, 
Starting at its next meeting on February 1-2. The strong performance of the Canadian economy may 
also cause the Bank of Canada to follow suit. 


Bond markets tumble as interest rate fears usher in the Year 2000... 


..leaving both short and long rates up on the year 


¢ Short term bonds yields rose as high as 5.35% before closing out December at 5.27%, up 25 basis 
points on the year. Canadian short rates entered 1999 above their American counterparts, but rose 
much less quickly over the year, leading to a spread of rougly 50 basis points in Canada's favour at 
the end of the year. 


¢ Long term rates rose a full 100 basis points in Canada in 1999. Again, Canadian rates rose less 
sharply than comparable U.S. yields, but the differences were less pronounced in the long-term 
market, where the yield differential has remained narrow (-0.22) but still in Canada's favour. 


= LE OL Key Money Market Rates 
Short-term Interest Rates (end of 90-day _— spread Long spread 


: riod Corporate against | Bond against 
“es 90-day Corporate Paper 5.50 Canada (daily) Led ) Paper OS Yield U.S. 
1998 5.02 0.09 S723 0.14 


1999 Sint -0.49 6.23 -0.22 
United States 


§.25 
July1999 4.91 -0.26 | 574 -0.27 
: Aug 487 -050 | 568 -0.19 
Sept 483 053 | 5.91 -0.22 
ae Oct 6.05. 0.93. | 636 0.03 
LE Nov 5.05 -080 | 610 -0.12 
Dec 5.27 -049 | 6.23  -0.22 
4 Ae at oes oh oe eo dane 5.25 -057 | 649 -0.15 
1994 A995 1996 1997 1998 1999 oe © st & Xe i 


= Hae Sara A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 
Long-term Bond Yields ; 
2 Key Lending Rates 


(end of Prime 


ewe Canada (daily) 
Bank Lending Mortgage Rate 


Canada 


period) 
Rate Rate year Syear 
6.50 
1998 5.25 6.75 6.20 6.60 
6.25 1999 5.00 6.50 1230 8.25 
4 
July 1999 4.75 6225 7.05 TAT, 
2 es he Aug 4.75 6.25 7.05 7.80 
mt | Sept 4.75 6254 680)  7z0 
Q PASPLMER SALES SEE SAS ERM EEAAEEAPESYioc. cee STS Oct 475 6.25 735 8.25 
way Nov 5.00 6.50 7.35 8.25 
3 500 650% 7.35) 825 
1994 1995 1996 1997 1998 1999 ou) ae ee Dec 
NX Sy o oO 
Spe ee aes Jan 5 5.00 650 7.35 825 
i\72 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Stock markets suffer a millenial hangover ... 


Stock markets ended 1999 on a high note, pushing the TSE 300 up 30% on the year.-’However, 

stock prices came crashing down in the New Year as fears of interest rate increases sent stocks 
plummeting in the wake of a smooth Y2K transition. Technology stocks suffered the greatest 
losses, with the technology-heavy U.S. Nasdaq index experiencing its biggest single-day point 
drop in its history. Stocks rebounded quickly, however, as a surge in prices for blue-chip and 

value stocks help indexes recover most of their losses by the end of the week. The TSE 300 

ended the week of January 7 at 8429, just below its record high of 8473 reached on December 
29, 1999. 


...and the Canadian dollar retreats from year-end highs 


Canadian dollar 


The Canadian dollar finished off the year strongly, as a last-minute rally pushed its value up to 
$U.S. 0.6929, its highest level in 19 months. Financial market instability and sharply lower 
commodity prices weakened the dollar early in the new year, however, bringing it down to $U.S. 
0.6867 by January 7, 2000. 


The dollar's slide is not likely to be prolonged, as strong economic fundamentals and firmer world 


resource prices (including oil and base metals) are expected to provide support for the Canadian 
currency into the year 2000. 


The Canadian Dollar 


| (close) $US index DM 
$USISC 1992=100 Canada (daily) vs. vs. C-6 vs. 
vee 38.) 0:70 $Cdn  (92=100) $Cdn 
O80 94 1998 0.6522 78.71 1.082 
1999 0.6929 8267 1.313 
AN 90. 6«—«éO.69 
0.75 NSA \ 
86 July 1999 0.6639 8239 1.267 
0.70 nee | Aug 0.6700 81.79 1.236 
—versus US dollar (L) ed 82 | Sept 0.6815 8243 1.261 
0.65 ~-versus C6 index (R) | Oct 0.6797 82.22 4937 
, 4 Nov 0.6782 82.96 1.291 
0.67 ‘Gian dots 
nen te Se eee Dec 0.6929 82.6 
1993 1994 1995 1996 1997 1998 1999 o we x ey ¥ y 


Jan7 0.6867 


Stock Market Indices 


Key Stock Market Indexes 


A TSE 300 (daily) December last 


yen 
vs. 
$Cdn 


75.91 
69.66 


80.13 
75.80 
72.34 
TANBAL 
TARPS 
69.66 


% change from 


12,500 last 
B10 Close month year 
8,500 
fay, ’ 

Peon On ‘TSE 300 8414 11.8 29.7 
Dow Jones a Oil & Gas 5,862 24 262 
Industrial Average“ / ced | Metals & Minerals 4,475 176 458 
hat AV 7,900 Utilities 12,564 260 696 
eg 4 7,700 Paper & Forest 5,237 10.3 47.0 
7,500 Merchandising Selo 5.0 -9.6 
Financial Services 7,410 1:0. 2121 

TSE 300 : 
te oe Golds 4,875 26h AT, 
NAYS hae | Price-Earnings Ratio 40.0 9.3 WAGs 
79011993 1994 1995 1996 1997 1998 1999 aS oe s S&P 500 1,469 5.8 19.5 
i Dow Jones 11,497 57, 25.2 

*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


ey 


* Final estimates indicate that U.S. real GDP surged 5.7% (annual rate) in the third quarter of 1999, 
following a modest gain in the second quarter. Higher consumer spending, exports and business 
investment offset strong import growth and lower residential investment in the quarter. 


The U.S. economy grows at a fast pace in the third quarter... 


* Employment posted its biggest advance in five months in December, adding 315,000 new jobs. The 
unemployment rate remained at 4.1% for a third consecutive month, a near 30-year low. 


* The U.S. trade deficit soared to a record $25.9 billion in October. Rising imports (+1.6%), led by 
computer related goods and crude oil, fuelled the higher deficit, as exports were essentially 
unchanged (-0.1%). On a year-to-date basis, the trade deficit is up 61% compared to the first ten 
months of 1998. 


... but the Fed holds off on a rate increase 


¢ Uncertainty over the impact of Y2K on financial markets and indications that inflation remains under 
control prompted the Federal Reserve to hold its key federal funds rate at 5.5% on December 21th. 
Although consumer prices and hourly earnings have been edging higher in recent months, strong 
productivity gains have helped keep inflation in check. 


¢ The Fed continues to adopt a neutral bias, but tight labour market conditions coupled with strong 
economic growth suggest that U.S. monetary policy could tighten in the near future. 


U.S. Real GDP Growth 
° change, SAAR 


5.9 57 


93° 947 595" 96°97" 98 3 4 1 2 3 


U.S. Consumer Price Inflation 


0 % change, year-over-year 


AN 


yee 


3.0 

2.0 
Excluding Food & Energy 
— Total 

1.0 

0.0 


1993 1994 1995 1996 1997 1998 1999 


U.S. Non-farm Payrolls 


Monthly change in thousands 
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U.S. Unemployment & Participation Rates 


9, % 
one ” 69 | 


Unemployment Rate 


7.0 68 
6.0 Wo 67 
A MAS 
erate 
5.0 Sake) 66 
Participation Rate 
(R) 
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90) 91 O27 593) 694 950 SO mm oa One Oo 


MEI January 2000 ——<$< @——_—_ — —_—————s_ 


rug! i ac omar 


an | 1 7 - iT al j J _ 
: 7 ~ ; i ar’. 
i a o 


reba ional ar pi 

| OTS egraowt! G02 tm 4 

K goowe saHtingen Ine ded ny ‘er 

Qa ne ritew Liohyiyoy Breil aren wndhimae jug asic leven @ 
mau A wea" alti wiciinds Whi eieg ystannn 2. 


woth I yoitends hee. A son a han { , 
ik ns a PON WEN Tedd a il 


a ; oft) )* aonePQnnall i\ be ge mm 
* i} é ra 


Fs ba Veh] 


Led 
=- 


wt re 
' 

cd ate pow A j \ ; yi 

bs 4 } 4 i ae none oa | 
ef ahah Toca apg fe . is A 

ie Res a 
7a ? da 
7 ny te ma wy hal ce ow oe 


SPECIAL REPORT: 2000 — The Year Ahead 


Output 
The economy will grow strongly in 2000, plilookstor ReaWeDE Growth 
but at a slower pace than last year pe : 2001 
40% 
40 National Bank Financial 34 
* The Canadian economy expanded by an estimated = es ae 
3.8% in 1999, significantly above the 2% rate expected 35. Riional Bergeneataante 
at the beginning of last year. BE Matai Sf is ae 
_Avg. 3.4% 3.5 CIBC 28 
* The average private sector forecast calls for real GDP “7 gree a 
growth to slow to 3.4% this year, with none of the 3.4 Economap 23 
forecasters surveyed predicting growth below 2.9%. - ee 4 
Output growth is expected to ease up slightly to 2.8% in a 33 Caisse de Depot Avg. 2.8% 
2001 3.2 Royal Bank 3.3 7 a 
: 3.2 Bank Of Montreal 2.0 
3.41 University of Toronto 35 
* The main downside risk to this outlook is the potential for ae paren aS 


significantly-higher interest rates in both Canada and the 

U.S. should inflationary pressures emerge. Some 

analysts suggest that a sharp reversal in stock prices SE Se ane) 
could also occur. 


2.0% 


G-7 Growth Projections: Real GDP 
¢ In its December Economic Outlook, the OECD projects % Change 
that the Canadian economy will grow by 3.0% in 2000 
and 2.7% in 2001. Among the G-7 countries, only 
France is expected to grow at a faster pace on average 
over the next two years. 


Most major industry groups should post 
healthy gains in the coming year 


U.S. France Canada_ U.K. Italy Germany Japan 


¢ Among the major industry groups, this year's growth is m2000 2001 
expected to be fastest in the Business Services Source: OECD Economic Outlook, December 1999 7 
industry (+7.2%), building on major gains in previous - = 
aa Forecast Real GDP Growth by Industry, 
2000 
¢ Canada's Mining sector is also expected to grow % 
sharply (+6.4%), boosted by a sharp recovery in crude Mining 


oil prices. Activity in the Other Primary industries 
(Agriculture and Logging & Forestry) is expected to 
rise at only a modest pace, however. Manufacturing | 
Construction 
* Construction and Manufacturing are expected to post Transportation, Storage & 
solid advances for the second consecutive year. Communications 
Strong domestic demand should provide a boost to . kate 
both sectors, while Manufacturing will also benefit Finance, eg Aart 
from continued growth in the U.S. market. 


Business Services 


v : Education, Health 
* In addition to Other Primary industries, Education, & Social Services 


Health & Social Services and Government Services Government Services 
are expected to increase, ata relatively slow pace 
compared to the rest of the economy. 


*Consensus projections from available private-sector forecasts 
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SPECIAL REPORT: 2000 — The Year Ahead 


Households and Consumer Spending 


Labour markets will cool following a 
strong performance in 1998 and 1999... 


MEI January 2000 — 


Net job creation totalled 384,000 in 1999 (+2.7% on an 
annual basis), building on a gain of 453,000 new jobs 
1998 -- the best performance of the decade. 


Private-sector forecasters expect that employment 
growth, though still strong, will slow to 2.2% in both 
2000 and 2001. 


Employment gains are expected to be largely matched 
by increases in the labour force, resulting in only a 
modest improvement in the national unemployment rate 
over the next two years. 


Still, private-sector forecasters project that the recent 
strong employment gains and the potential for further 
tax relief will translate into higher real after-tax incomes. 
Indeed, the consensus forecast calls for 3.4% growth in 
real personal disposable incomes in 2000, which (if 
realized) would be the biggest gain since 1989. 


...but past employment gains should 
provide a boost to consumer 
spending... 


Higher incomes should allow consumer spending to 
rise 3.0%, about the same rate as in 1999. A potential 
risk is that higher interest rates could cool off 
consumer demand, particularly for big-ticket durable 
goods. 


After rebounding strongly in 1999, the housing market 
should post another solid gain this year. Rising 
incomes and higher consumer confidence are 
expected to offset the impact of anticipated higher 
interest rates. 


..as consumer price inflation remains 
within the official target range 


Higher energy prices have put upward pressure on 
inflation in recent months. Strong growth has also put 
upward pressure on prices, although an expected 
appreciation of the dollar should offset some of these 
pressures. On the whole, forecasters expect that 
inflation will remain within the Bank of Canada's official 
1-3% target range over the next two years. 


Employment Growth & 


the Unemployment Rate 


% Change 


"33 


| 


i i i 
1998 4999 2000 2001 
Unemployment Rate (%) 


1998 1999 2000 2001 j 
Employment Growth (%) 


_*Consensus projections from available private- sector forecasts. 


Real Personal Disposable Income* 


$1992 Billion, SAAR 
50 


400 


350 
1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 


*Consensus Spee from available private-sector forecasts. 


Growth in Real Consumer Spending and 
Residential Investment 


% Change ma Real Consumer Spending 
6.5 Real Residential Investment 
| 
2.8 ; 2.6 3. ie 
Ad 
4998 =——«1999 2000 2001 


Estimate Forecast 
*Consensus Pip chons from pallets Pane -sector Sigg 


Consumer Price Inflation 


6 % change, year-over-year 


3.0 A Official Target seal 1%-3% 
L, 
2.0 / hs 7 
Ay j ne 
gs rs im 
{ \ 
1.0 i Wy", 
\ Forecast 
0.0 ny) 


-1.0 \ 
1993 1994 1995 1996 1997 1998 1999 2000 2001 


*Consensus projections from available private-sector forecasts 
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SPECIAL REPORT: 2000 — The Year Ahead 
Corporate Sector and Investment 


Corporate profits will continue to rise 
over the next two years... 


¢ The robust growth in profits expected this year and 
next can to a large extent be attributed to continued 
strong demand in both the domestic and U.S. market. 


¢ The recent rebound in commodity prices should also 
aid the financial picture of companies in the 
resource-based industries. 


...but growth in investment will slow from 
its fast pace in 1999... 


e An improved profit outlook and generally healthy 
economic conditions should promote investment 
growth again this year. Indeed, capacity utilization is at 
a very high rate, which normally triggers increased 
investment. 


¢ Business spending on M&E is expected to grow a solid 
7.2% this year, but this is nonetheless half the rate 
recorded in 1999. Purchases of computers and related 
equipment should ease up, as companies phase out 
Y2K-related spending. 


.. though non-residential construction will 
be boosted by increased activity in the oil 
patch 


¢ Investment in non-residential construction should pick 
up this year, boosted in particular by increased 
activity in the oil patch. 


¢ Recent data on non-residential building permits also 
point to continued strength in spending plans in the 
institutional and governmental building sectors. 


Interest rates are likely to rise over the 
short term 


* According to most analysts, interest rates in both 
Canada and the U.S. will rise early in the new year, as 
continued strong growth prompts authorities on both 
sides of the border to tighten monetary conditions in 
an effort to head-off inflation. 


Growth in Corporate Profits / 


%% Change % of GDP 
#2 Corporate Profits ae 12 

before Taxes (L) 60.3 
«= Profits as share 
of GDP (R) 


-25.2.27.0 


$$ — ee () 
1990 1992 1994 1996 1998 2000 


Estimate Forecast 


*Consensus projections from available private-sector forecasts. 


Investment in Machinery & Equipment ___ 
% Change 
22.2 


1997 1998 1999 2000 2001 
Estimate Forecast 
*Consensus projections from available private-sector forecasts. 


investment in Non-residential Construction 


% Change 
14.0 


7.0 


1998 1999 2000 2001 
Estimate Forecast 
*Consensus projections from available private-sector forecasts 


Short-term and Long-term interest Rates 


8.0 ms @3 90-day Corporate Paper 
\10-year Government Bond 

6.0 Pais: ; feel ee 

4.0 i : | 

2.0 ] i 

0.0 ae ae ae 


1996 1997 1998 1999 2000 2001 
Forecast 
*Consensus projections from available private-sector forecasts 
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SPECIAL REPORT: 2000 — The Year Ahead 


Trade 


The U.S. economy should continue to 
grow, but at a slower pace... 


Growth in the U.S. economy is expected to slow to 3.6% 
in 2000, down from about 4.0% in 1999. The main 
factor behind the anticipated softening in demand is the 
potential for higher interest rates as the U.S. Federal 
Reserve strives to head off inflation. 


...causing Canadian export growth to fall 
slightly below that for imports 


Canadian exports are expected to grow more slowly this 
year, in line with the expected slowdown in the U.S. 
economy (which accounts for just over 85% of all 
Canadian exports). 


Exports to the Asia-Pacific region are expected to pick 
up as these economies rebound from financial crises. 
The B.C. economy is particularly well-placed to benefit 
from this turnaround. 


Though import growth should also slow slightly in 2000, 
it is nonetheless expected to outpace that for exports. 


The current account is expected to be in 
surplus over the next two years... 


Canada's current account swung into a surplus in the 
third quarter of 1999 for the first time since the end of 
1996. 


Private-sector forecasters generally expect that the 
current account will remain in surplus this year and next. 
From an estimated deficit of $1.8 billion last year, 
Canada is expected to post an external surplus of $2.2 
billion in 2000 and $3.1 billion in 2001. 


...as the Canadian dollar firms 


Firming global commodity prices and greatly-improved 
economic fundamentals at home are expected to provide 
underlying support for the Canadian dollar this year and 
next. 


After averaging US 67% ¢ in 1999, private sector 
forecasters expect that the dollar will average roughly 
US 70¢ this year and nearly 71% ¢ in 2001. 


U.S. Real GDP Growth 
°& Change 


3.8 3.6 


1997 1998 1999 2000 2001 
Estimate Forecast 


*Consensus projections from available private-sector forecasts. 


Growth in Real Exports and Imports __ 


‘% Change 


@gExports —— Imports 


1998 1999 
Estimate 
*Consensus projections from available private-sector forecasts. 


Forecast 


Current Account Balance 
$ Billion 45 


3.1 


edTer: -17.1 


1994 1995 1996 1997 1998 1999 2000 2001 


Estimate Forecast 


*Consensus projections from available private-sector forecasts. 


Canadian Dollar 
$US/$C 


73.01 73.13 


67.21 67.52 


1994 1995 1996 1997 1998 1999 2000 2001 
Estimate Forecast 


*Consensus projections from available private-sector forecasts 
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COMING UP 
Key Future Data Releases and Planned Events 


CANADA 

SUIVEY OL MaMULACLUTING —INOVEMDES so..vseicve.s¢.0cencn cosdssctesenseneecencesenes January 19 
Aen UOMMclME Ae! — NOVOIMDRL Le soul 1. wincsaativeihcdcmaeas acters eer: January 20 
OnSumein lee INGeX— DOCCMBDER cai ise. sstiqisesaeaeunctavye oestrone ns oe January 21 
SO Rataactoncost— November a) 2c csv... cadmatectadanids et eteeanmaeatuae January 31 
BusinesssC onditions Survey — January .......05200..00000.. corer February 1 
PADOUIasONCe ra UIVEY =: JATUAIY ivcass.scceeach suena te aathateatts a earn eee February 4 
Private and Public Investment Intentions — 2000 ........... eee February 23 
Financial Statistics For Enterprises — 4th Quarter 1999 .......... lee February 25 
National Economic & Financial Accounts — 4th Quarter 1999 ........... February 28 
Balance of International Payments — 4th Quarter 1999 oo... February 28 
Capacity Utilization Rates — 4th Quarter 1999 .0........eeeeeeee March 7 


UNITED STATES 


Gonsumenerice Index — December) 4. :.5.-c..0seecdeng ests eee eee ee January 14 
interimvationald Fade = NOVEMDE Mi os. acc. seneccinness oesaseeedhe oenodnoanye coseseceeme January 20 
GDP —4th Quarter 1999, Advance estimate ................... cece cee eee eee ee January 28 
Federal Open Market Committee meeting ....................::c ee a Mee February 1,2 
Employment Situation — January: <-.:s0s:.s025 ccesceteke sent eee February 4 


Note: the January MEI uses data available as of January 12, 2000 


MEI January 2000. _—$_ a << 8 
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Key Monthly Economic Indicators 


HIGHLIGHTS ee Ree 
% Change since 
last last 
; f , month year 
Canada's unemployment rate is 6.8% in Real GDP ($92 B) 760.9 0.6 4.3 Nov. 
January, the lowest on record since Goods 2546 0.8 5.8 Nov. 
1976 Services 506.3 0.5 3.6 Nov. 
: Composite Index 219.6 0.5 §.2 Dec. 
Output growth picks up in November, eon (000's) Hee 3 .. rah 
F ull-time : : : an. 
boosted by a solid rebound in Parttinis de7d 08 44: Jan. 
Manufacturing. Unemployment* (%) 6.8 6.8 7.9 Jan. 
Youth* 125° 13.4. 14:1%Jan: 
: Par! Adult* 5.7 56 6.7: Jan. 
i Exports increase while imports fall, ey 
resulting in a higher trade surplus for CPI inflation* 2.2 2.3 1.2. Dec. 
November. Retail Sales ($M) 22,008 0.6 6.1 Nov. 
Housing Starts (000's) 147.7 -7.3 3.4 Jan. 
The Bank of Canada raises its key Trade Balance* ($M) 3,127 2,621 1,770 Nov. 
interest rate as the outlook for the Exper re ie aaNO. 
Z E Imports 28,224 -0.2 6.1 Nov. 
Canadian economy brightens. M&E 9244 -28 Ba Nov. 
5 ices surge early in 3-mth Corp. paper* (%) 5.37 5.27 5.01 Feb. 2 
& Canadian stock hg g y , Long bond yield* (%) 6.19 6:23 5.23);2Feb..2 
February, but the upward momentum In Canadian dollar* (US¢) 69.40 69.18 66.18 Feb.4 


a halt. 
the dollar comes to *Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (ME!) provides a variety of economic analysis and data ina convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03 htm: A. 
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This report uses data available as of February 4, 2000. It has been prepared by Marianne Blais, Julie Dubois, Joe Macaluso, 
Alison McDermott and Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald Létourneau and 
Shane Williamson. All information is taken from public sources, primarily Statistics Canada, the Bank of Canada and the 
Canada Mortgage and Housing Corporation. Please address comments to Shane Williamson at 613-995-8452 or through the 


Internet at williamson.shane@ic.gc.ca. 


ISSN 1206-2588 


. 9 
r [Oa benee head o9 odhsa penne pulysapecihines wees ame ie 


j 
A tan de ebde ee eee ot yeteionsetieeneiTeansirnuavene 2 * 


a eee a ie Lite rye: pate eg tie ee ra Sake i 
5 


saan 
5 


nae § ‘pol 


“ ie thow eh b4e ay shibeck sides (bas 068 palate mere / ‘oie * 
4 oF "i LS 
2 ; ’ ‘ ve itt Ps 7 


: JA = , i 
a yo pn denen #0 see wa ® 1 xed aie «cond 04k OES A Ae ews ede se 3 688 ialienee. pWereres heey 


i “4 i Fs ie e's | tydl Sb pe if i 
A §) Paewas’ peanae erties i> q Het beagle pal nani ys. 0s 0000 Ree 5 nalbeed gil agee 
7) “s ’ ; f . : 
vi ; an 
' 
q- ; e 3 
os aot ~eerm=et bres reread he COR Ras Geared sla. «. aa ie 
iy : 
j% Sa | 
Bia i ‘ 1 Sivare ay OS aN eat ae wy Tt de POR e pel pers eeih ee 
' F f 
a} ‘ rl 2th-y eee evbage® af 20 CP! Gate gee! Ob bea) | nee Qos 6 6: 4000 0098@ 
, i 
te x cn ae (YS 7 
. : TO shall motor opm Rosh. es 
td > - 


r) ‘idpaten fis Sa aM citroen ioornmo:y Saein enEAOD | 
a1 - ap eee : ae Cewwe sie des <p pk hdd tanteetd ' sala inane ravage: bre reno node 
1 ER swuatnbalebseossuntsahiis tat ipa sinha ont em etapa 


bai: ong aohnre bern’ ony 
Mi aoe vun@rood an 319 


' 

, : AF k\ ‘ 
7° Hee Gs ‘ i ‘ wo | ophwd CMV vee isay x bb Gia 14 bet pet i ks 1h) 
j 1 : it 


Crete 


Ce Wi) setae ak ag | ene Hay .sQU peilioo 


ain “oo bvedduvinhnntwe <ahppelaumannaan AMOI StoangitlawencliA pia sidtalh yar 7 
i : : 3 7 . @ 
0 “we f 
oy - 
. cn a 7 x ’ 
“4 i aa ry iy 1.4 


i Conf Gol emake elul 4p shqeled ye Gale ae hat He bp THe AY 
fo cere dese ly cowie Wels nig yapeyt) alone Tibet 

" f, Grint.) 1 rel ip aber apiebae Cee | eae Cay. pert 
7a Qo w, Feb e011 298 RO oy cmvirivere Kapemnr jul A 


THE ECONOMY a 


Real GDP by Industry t Wresck 


Growth in Real GDP picks up in November... 


* Real GDP advanced by 0.6% in November, marking the 16th consecutive monthly increase and 
the longest uninterrupted string of gains in over a decade. November's strong showing — the 
biggest increase in 15 months — reverses three months of slowing momentum. 


...boosted by a surge in Manufacturing and widespread gains in Services 


* Goods production increased sharply in November (+0.8%). Output expanded in all major groups 
with the exception of Utilities, where unseasonably warm temperatures reduced demand for 
electrical power and gas. Gains were concentrated in Manufacturing, which rebounded strongly 
from a decline in the previous month. Within Manufacturing, 19 of 22-major grouns advanced, led 
by a sharp gain in Electrical & Electronic Products. Elsewhere, a large increase in oil production 
boosted output in the Mining industry, and Construction activity continued its steady advance. 


¢ Production in the Services industries increased by 0.5% in November, led by a major gain in 
Wholesale Trade, which expanded despite flat computer sales. Higher auto sales helped Retail 
Trade stage a partial comeback from a sharp decline in October. Most other industries also 
advanced in November, with solid gains in Business Services and Transportation & Storage. 


Real GDP at Factor Cost | Real GDP at Factor Cost (1992 dollars) 
5 “hasoihd November 1999 monthly ‘% Change since last 
F . $ millions change month year 
H Composite Leading . 
| 1.0 | indicator Total Economy 760,927 ATS | 06 4.3 
f Business sector 631,322 4,628 0.7 Dz 
0.5 | : 
Goods 254,642 2408. | 0.8 5.8 
0.0 L. ™ aa—q Agriculture 13,624 A020 5.3 
a | i Fishing & Trapping 796 Af 6.8 19.5 
05 | Logging & Forestry 4,477 Sa tO 3.3 
| Mining” 27,422 B20 25° 46 3.5 
Manufacturing 140,781 2026 2 415 6.5 
areayy Oh ton cegnneela aecoetai, Wa Meee Construction 42,241 215.4. 05 5.8 
TRE Other Utilities 25,301 654... +25 4.9 
Real GDP by major sector Services 506,285 2,643 0.5 3.6 
| | Transport & Storage 36,008 330 0.9 5.6 
Se ies a: Communications 26,392 178 0.7 6.7 
i, / / Wholesale Trade 47,406 S025 fa 17 10.1 
119 / Retail Trade 46,853 VS) ein Oy/ 3.8 
— Goods . Finance & Insurance 41,632 188 0.5 ep 
115 “Manufacturing | Real Estate & Ins. Agent 79,924 141 0.2 26 
— Services ee Business services 44,888 376 0.8 8.3 
au | Government services 46,079 140 0.3 2.6 
Education 40,542 22 -0.1 0.0 
pe Health & Social Services 46,922 A: -0:0 -1.0 
103 | Accommodation & Food 19,633 66 0.3 tla 
| | Other 30,006 419 0.4 25 
ho hae Se ee Ys, ea pa RB acacteas canton ® 
1996 1997 1998 1999 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY a 


aE : 
Consumer Spending and Attitudes iste] 
Consumer spending remains strong in Total Retail and Motor Vehicle Sales _ 
the third quarter... | $Billions SEGoTs ee | 
| 22.0 Cort 


¢ Real consumption rose 4.8% (annual rate) in the third 


quarter, keeping pace with growth recorded since the 21.0 Total Sales (Left) 6.3 | 
beginning of the year. Indeed, growth in consumer 
spending has exceeded 4% in each quarter so far this oe a 
year. ae 


Motor Vehicle Sales 


* Personal disposable income rose 4.8% (annual rate) in ae (Right) 4.8 
the third quarter, its strongest advance so far this year. 
This gain, coupled with unchanged household debt {7:6 meen Taree a ne eRe Ra Ne Bibet 4.0 
levels, lowered the debt-to-income ratio by just over one be hedl ek bb ie 
percentage point. However, the personal saving rate was ’ 
down, falling to 0.3% over the same period. 
Retail Sales and Consumer Credit _ 
¢ The solid growth in consumer spending will likely be November 1999 % Change since 
sustained in coming quarters, given the recent strength of last _—_ last 
the labour market and a corresponding rise in consumer $ millions month year 
confidence. Total Retail Sales (S.A.) 22,008 06 6.1 
: ; Food 4,959 0.5 2.3 
..and retail sales rebound in November Bis Siokes fe eG 
* Retail sales advanced by 0.6% in November, partly Clothing 1,201 “1.1 1.6 
reversing the previous month's 1.3% decline. This gain Furniture 1,168 -2.6 7.6 
was led by a strong advance in the Automotive sector, Automotive 8,702 34 98 


following a drop of 4.5% in the previous month that was 


: : General Merch. Stores 2,435 4.9 4.0 
related to supply problems. Excluding Automotive 


: : All other Stores 2,401 0.2 38) 
products, total retail sales fell 0.5% in November. 
Total ex. motor vehicles 16,130 -0.5 5.4 
Consumer Credit 169,434 0.8 8.0 
(unadjusted) 


Real Consumer Spending and Household Finances 
$ Millions, SAAR (unless otherwise noted) 


| Real Consumer Spending and Attitudes ad 


ee EE Index (1994Q1=100) 1991=100 
150 160 

Real Consumption (92$) 472,867 485,906 498,600 504,440 [3Total Spending (L) 

% change 4.2 2.8 4.3 48 | ip Dirableisoodat ts wi 
Durable Goods 62,823 66,801 70,032 73,008 | ei Censumer Attitudes “(R) 140 | 

% change 13.3 6.3 3.5 kee | a 
Semi-Durable Goods 44 334 46,526 47,376 48,024 | 

% change 4.3 4.9 2.4 5.6 | in 
Non-Durable Goods 118,293 119,521 A241 ATo er debe, | 

ve change 1.3 1.0 1.6 Oy ike; 
Services 247,417 253,058 259,716 261,836 

9 a 

% change 3.4 2.3 le 6.1 oe 400 r : TH] | 
Disposable Income 534,728 552,778 564,848 571,456 Es | | | | EL : 

% change 3 3.4 3.0 48 | 12341234 
Saving Rate (%) 28 2.3 0.9 03 || | 94 95 96 
Debt-to-Income Ratio (%) 96.4 98.3 100.4 99.3 | “Conference Board of Canada _ = Liss 
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Business Investment in Plant and Equipment f Wrecck 
Business investment slows in the third eiecudcntimipie tanta arn 
nvestment in Plant and Equipment | 
quarter... ooo Index (19911=100) Soe 
* Growth in business investment slowed to 0.4% (annual | = Machinery & Equipment (L) 
rate) in the third quarter, down from 5.5% in the previous | ~-Non-Residential Construction (L) 


175 


Capacity Utilization (R) 


period. This slower advance was due in large part to a 
1.8% decline in M&E spending, fuelled mainly by lower 


90 


investment in aircraft and computers. Mg 
* Higher investment in non-residential building and 125 
engineering structures led to an 8.5% increase in | 


Non-Residential Construction in the third quarter . 100 


...but shows signs of picking up again in se 
the fourth quarter 1991 1992 


pee to ee oa acl ee asa RRA LACT oe CT te BO 
1993 1994 1995 1996 1997 1998 1999 


¢ Capacity utilization in non-farm producing industries ; Bea : 
re rencdl 86.0%) in the third quarter, a niches rate since Corporate Profits & Blsinee=vontidences 
the 1987-88 economic expansion. Corporate operating | 175 ("4% 199= 1° eaedntia 2 
profits rose 34.0% (annual rate) in the third quarter, | “Corporate Profits as % of GDP (R) 
propelled by a sharp increase in non-financial industries. | ys) "ess Conmtonce’ 
The Conference Board's Index of Business Confidence 
also rose sharply in the fourth quarter. 


> 
\ 


40 | 


125 


« Reflecting these factors, recent data point to renewed 


| 
| eel 
Hel 

| 

PE PT 
eee lee iam 
fey ie 
Pelee 
Hil 
| 


strength in investment. Although imports of M&E fell in 1 | 
November, this follows a much larger rise in the previous “ar | | 
month. Non-residential construction activity was up 1.4% 75 pUlopondl) JULI nein 
on average in October and November compared to the bidek Liat cane a A Ese gat! 
third quarter. *Conference Board of Canada | 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1999 Q2 
BUSINESS INVESTMENT 


Machinery & Equipment (1992$) 59,112 64,701 67,284 69,048 74,708 74,364 
% change 22.2 9.5 127 10.9 37.0 -1.8 
Non-residential Construction (19925) 39,079 39,110 38,696 39,448 39,756 40,572 
% change 14.0 0.1 -2.4 8.0 32 8.5 
Capacity Utilization (%, Non-farm goods) 83.8 83.2 83.0 83.7 84.2 86.0 
Capacity Utilization (Mfg. sector) 83.7 83.8 84.5 84.9 85.5 87.6 

CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 146,023.0 132,032.0 138,172.0 144,096.0 147,952.0 159,180.0 
% change 20.9 -9.6 64.8 18.3 144 34.0 
Profits - Non-financial industries 90,839.0 82,442.0 90,592.0 99,012.0 102,880.0 115,684.0 
% change 16.5 -9.2 75.9 42.7 16.6 59.9 
Profits - Financial industries 55,186.0 49,590.0 47,580.0 45,084.0 45,072.0 43,496.0 
% change 29.0 -10.1 45.9 -19.4 -0.1 -13.3 
Business Credit 624,688.7 686,621.0 702,493.7 708,232.3 709,495.3 720,157.3 
% change 9.1 9.9 a6) 3.3 0.7 6.1 


MEI February 2000 ——_ CO 2) 


" 
it ¥ 7 
° 
: 7 : 
aa or Zz vat ai} 
= ms T° : 
; 7 re wat) 50) 
; a a ne 
y ; i * ws iT 
hi ae 7 Re 
. 1) a 
. tron Wau vel aor Wore mater baw cr reer 1 ORG Ne ie 
‘ af ie Uige ; e@ = at | ‘OS - : 
x lone | teat Ahan = 
renohiat 2asprieit @ aiten's vimeqvaD| spec 
ei ia Of D - ’ 
ues se toy? svar ate i ¥ poy ae 
eo mt acid wo Rule ay tereny A ; # we 6 ‘ 
i cao orate | Laat a 
iy a at sialon <A le 
+ vie Daal dhs \ , Si 
yl ar y ag of Te we an I tay , if * a i -_ 
eee air 0 a i, \ | iio ak ‘nhs artis no 
j { ae >, asl wy i) hgh hn 1G atoxgnhatanetn 
Avil eed ae | i 
rh -~) 9 Fy ui “y : rig i \it te Ney iory: 
Te Sa a an aby ee Se I a 
iia yah sets mG Oe 
ss (Pein e: 
‘ e ae 
2 aT TBE 
s = ert? a U —_——engre = 
. 2 } 
eA Hf anh, AO ig MME 
p Haase e fh jl i . -;. oa ; n/ 7h Pot hh rf a 
-. tent 7 RRA TSR By 
it 3 en we aye. ! I 1a 
ay cl i oO 
yon ta y " 
' tba 
iy oy 
“ye ~ 
1 Son! 6 iA ita) ere 
ofa) " : 
i - 
Gy ht af: Lice 5 veri nan i 7 
By i %o Ti 
5 ol 
Opes boii ay, Coa 
r vie, ‘ use. my - 
; any Leys aot Levins . ¢.f8iee ee , ” 
; ae oe ot Mn . 
ay 5 
er -Ahamarecamnentaptaaiabalieh dian’ eames eer TTT : ioe 
if =e ees ae ae 


THE ECONOMY pose 
Housing lead J) 


Residential investment growth eases in age Wee ae, 


2.5% in the third quarter. 11 


p $ Billions ; Units (000s) 
the third quarter... a Residential Construction oy | 
| (Left) 
e After having recorded double-digit growth rates in 13 ay inns | 
each of the first two quarters of the year, growth in 42 st \ 150 
business investment in residential structures slowed to BENE 
| 125 


V Housing Starts (Right) 400 | 
¢ Spending on alterations and improvements recorded 
its first quarterly decline this year, while all other major cas  Paase Meee ie dese race Maeooe 
components of residential investment advanced at a 


slower pace compared to recent quarters. 


Monthly Housing Indicators 


: ie Change since 
...but should register a gain in the fourth levels last _last 


quarter month year 


Residential Construction (1) 13,612 0.3% 6.5% 


: : 4 eos ‘ : $92M, factor cost basi 
e Residential construction activity increased in ) 


November, after declining slightly in October. Ona Building Permits, $M (2) 1,894 46% 20.7% 
year-over-year basis, residential construction is up erie ue 

: s of Existing Homes (2) 
6.5%, but the October-November average remains (# of units) oe 18,271 -941 


Co) wants 
0.2% below the third-quarter level. Housing Starts, # of units (3) 147,700 -11,600 4,900 


oes ce lid 3.99 Waa the fourth Newfoundland 900 0 200 
ousing starts rose a so id 3.9% overall in the fourt Prince Edward ieland S00. 00-700 
quarter, before falling back in January. Residential Nova Scone 4600 2100 1800 
building permits continue to run well ahead of last New Brinawick 4,500 2,900 3,000 
year's pace, rising 10.6% in the fourth quarter. This Qushee 18,900 -1,200  -2,000 
fourth straight quarterly increase in housing intentions Ontano 62.300 -6,300 6,800 
pushed the total for 1999 to its best showing of the Manitoba 1,400  -200  -2,000 
decade. Saskatchewan 2,500 700 800 
Alberta 20,800 —_-600 500 

° Sales of existing homes, though down in December, British Columbia 9,200 -6,800 -3,900 


rose 7% overall in 1999 to reach a new record high. 
1 - November data; 2 - December data; 3 - January data. 


Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Real Investment in Residential Structures Growth in Real Residential Construction 
$92 Millions, SAAR (unless otherwise noted) | % change, SAAR 
1997 


1998 1999 Q2 


Residential Construction 42,348 41,547 44,056 44,336 | 
% change 12.6 -1.9 13.9 2.6 
Construction by Business sector 42,223 41,422 43,928 44,200 
% change 12.6 -1.9 14.0 25 
New Housing 21,441 20,695 21,876 22,272 
% change 19.5 -3.5 9.9 7.4 
Alterations & Improvements 13:315 13,645 14,252 14,016 
% change a2 29) 4.3 -6.5 
Ownership & Transfer Costs U8 7,207 7,928 8,048 | eee 
% change 45 51 49.3 G2 [pees ewe 2,3 4 9 23) 
| 98 99 
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THE ECONOMY 


Trade and Competitiveness 


November's strong export growth... 


* Exports rose by 1.4% November, as a second 
consecutive increase helped bring exports to just 
below the August record. November's increase was 
due mainly to higher exports of high-tech M&E and 


Industrial Goods. 


¢ Imports were down 0.2% in November, registering 
their first drop in 10 months. The decline was due 
primarily to lower imports of M&E and Agricultural 
Products, which both experienced surges in the 
previous month. The most significant increase was in 
Energy Products (+18.9%), which was boosted by 


higher crude oil prices. 


...leads to a higher trade surplus 


¢ The trade surplus rose to $3.1 billion in November, 
its highest level in four months. This follows a strong 
third quarter, where a sharp improvement in the 
merchandise trade surplus led to Canada's first 


current account surplus since 1996. 


¢ Ona year-to-date basis, the cumulative trade surplus 
had reached $30.6 billion as of November, more than 


75% higher than a year ago. 


Merchandise Trade 


November 1999 
1999 
Oct 
Exports 30,913 
to United States 26,560 
Imports 28,292 
from United States 21,366 
Trade Balance 2,621 
with United States 5,194 


Exports by Commodity 
Agriculture/Fishing Products 2,179 


Energy Products 2,779 
Forestry Products 3,294 
Industrial Goods & Materials 4,956 
Machinery & Equipment 7,404 
Automotive Products 8,061 
Other Consumer Goods 1,139 


Imports by Commodity 
Agriculture/Fishing Products 1,544 


Energy Products 1,044 
Forestry Products 228 
Industrial Goods & Materials 5,328 
Machinery & Equipment 9,506 
Automotive Products 6,450 
Other Consumer Goods 3,157 


Levels ($ millions) 


1999 
Nov 


31,351 
26,881 
28,224 
21,083 
3,127 
5,798 


2,163 
2,833 
3,294 
5,091 
7,620 
8,060 
UME 


1,468 
1,241 

235 
5,391 
9,244 
6,498 
3,140 


Year-to-date ($ millions) 


1998 
Jan-Nov 


294,010 
245,413 
276,642 
212,763 
17,368 
32,650 


23,030 
22,172 
32,106 
52,809 
72,121 
69,578 
11,350 


15,768 
8,064 
2,274 

55,164 

92,287 

60,599 

31,426 


1994 


EEE 
| Merchandise Trade Flows and Balance 
$ Billions $ Billions 
| 10.0 
| 30.0 
Exports (L) 75 
25.0 
Imports (L) 
20.0 y 


Trade Balance (R) 


1995 Dies 1997 1998 1999 


100 


80 


Canada- 


ULC Ratios (1992=100) 
A declining ratio represents improving Canadian competitiveness 


U.S. Unit Labour Cost Ratios 
$US per $C 


w= Total Economy (L) 
~~ Manufacturing (L) 1.1 
(3 Exchange Rate (R) 


90 92) (94 96 98 40d 12.3 
|98| 99 


Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


1999 
Jan-Nov 


328,423 
282,265 
297,808 
227,494 
30,615 
54,771 


23,441 
27,020 
35,427 
52,285 
77,674 
87,735 
12,461 


16,203 
9,478 
2,498 

56,385 

98,827 

69,488 

33,709 


Change ($M) % Change 
Oct to Oct to Nov 98 to 
Nov 1999 Nov 1999 Nov 99 

438 1.4 10.5 

321 1.2 10.8 

68 0.2 6.1 

-283 -1.3 2.4 
506 
604 

-16 -0.7 1.6 

54 1.9 53.3 

0 0.0 9.1 

135 27 8.5 

216 2.9 15.0 

-1 0.0 2.6 

-12 -1.1 2.2 

-76 49 -1.5 

197 18.9 81.7 

z a 8.3 

63 122 46 

-262 -2.8 6.3 

48 0.7 Bh, 

-17 -0.5 0.9 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


The year begins with another solid rise in 
employment... 


After increasing by 427,000 overall in 1999, 
employment rose a further 44,000 in January, marking 
the 24th consecutive monthly gain. 


Gains were split fairly evenly between full-time and 
part-time employment in January. However, over the 
last twelve months full-time work has increased by 
442,000 while the number of part-time jobs has fallen 
39,000. 


...but the unemployment rate remains 
unchanged at 6.8%, a 23-year low 


As January's employment gains were matched by an 
increase in the labour force (+47,000), the national 
unemployment rate was unchanged at 6.8% in 
January. (The December rate had been revised down 
from 6.9% with the release of extensive revisions to 
the labour force survey earlier in the month.) The 
current unemployment rate is the lowest since April 
1976. 


The adult unemployment rate rose 0.1 percentage 
points to 5.7% in January. Higher employment plus a 
decline in the labour force lowered the youth 
unemployment rate 0.6 points to 12.5%. 


Labour Force Trends 


Employment v 


Monthly change in thousands 


60 . 
lo all ALA 
Ree eday Stkesrcn icin ee Pees terete om 
| 1998 ee 


2000 


Unem ployment Rate 


Unemployment Rate (L) 


Participation Rate (R) 


7.0 


6.0 beni 
1990 


1992 1994 1996 1998 


% 


67.0 


65.0 


sone! 64.0 
2000 | 


68.0 | 


66.0 


Levels Change since % Change since 
(in thousands) 1999 1999 2000 last — last year-to- last last 
January December January year date month year 
Employment 14,388.6 14,747.5 14,791.8 403.2 0.3 2.8 
Full-time 11,675.3 12,095.4 12,117.6 442.3 0.2 3.8 
Part-time Vest t {heb} 276524 2,674.2 22.1 -39.1 224 0.8 -1.4 
Youth 15-24 2,193.6 2,254.1 2,265.8 thee 72.2 Titer 0.5 S35 
Adult 25+ 12,195.0 12,493.3 12,526.0 32.7 331.0 Soa 0.3 Af 
Self-employed 2,464.6 2,509.0 Z5Sde2 des 222. 66.6 22.2 0.9 2.7 
Unemployment M2278 1,074.9 1,077.5 2.6 -159.8 2.6 0.2 -12.9 
Unemployment Rate 7.9 6.8 6.8 0.0 -1.1 0.0 
Youth 15-24 14.1 foo 25 -0.6 -1.6 -0.6 | 
Adult 25+ 6.7 5.6 5u7, 0.1 -1.0 0.1 
Labour Force 15,625.9 15,822.3 15,869.3 47.0 243.4 47.0 0.3 1.6 
Participation Rate 65.6 65.6 65.7 0.1 0.1 0.1 
Employment Rate 60.4 61.2 61.3 0.1 0.9 0.1 
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LABOUR MARKET TRENDS 


rT 


Industry Overview 


Job growth is strongest in the Goods 
sector... 


¢ Gains in Manufacturing and Construction contributed to a 
net increase of 24,000 workers in the Goods-producing 
sector. Employment in these two industries is up sharply 
on a year-over-year basis. 


¢ Employment was up 20,000 in the Service sector in 
January, led by solid advances in Health Care & Social 
Assistance as well as Transportation & Warehousing. 
Five of the eight remaining major industry groups posted 
modest net job losses on the month, however. 


...boosted by ongoing strength in the 
private sector 


¢ The private sector accounted for virtually all of the net job 
creation in January. The number of paid employees in 
the private sector was up 21,000, and was matched by a 
similar rise in self-employment. 


¢ Employment in the public sector was little changed on 
the month. 


Employment by major sector 
oy = 
aaa anuary 1998 = 100 


== Total 
— Goods 
~~ Services 


BD ces ter cdisteateed canal rscs dere Niort ene fet ase 
1998 


Employment growth by worker category 
January 2000 (thousands) 


Total 


Private 
employees 


| Self- 
| employed 


| Public 
| sector 
| 
| 
| 
| 
| 
l 


i month-over-month 


mE year-over-year 


A Levels Change since % Change since 

Gakpoussnc) 4999 4999 2000 last last year-to- last last 
January December date month year 

Goods-producing 3,738.4 3,865.3 3,889.2 23.9 150.8 23.9 0.6 4.0 
Agriculture 418.8 399.1 401.1 2.0 -17.7 2.0 0.5 -4.2 
Other Primary* 279.2 275.3 275.5 0.2 -3.7 0.2 0.1 ts 
Utilities 113:2 115.4 116.0 0.6 2.8 0.6 0.5 PASS) 
Construction 762.0 807.4 815.0 7.6 53.0 7.6 0.9 7.0 
Manufacturing 24652 2,268.2 2,281.7 i ee3:5 116.5 13.5 0.6 5.4 
Service-producing 10,650.3 10,882.2 10,902.6 | 20.4 25253 20.4 0.2 2.4 
Trade Q2T EA Q2TAT 2,263.1 -8.6 36.0 -8.6 -0.4 1.6 
Transportation G22 764.2 776.6 | 12.4 55.4 12.4 1.6 Tad 
FIRE* 863.3 865.3 859.6 | -5.7 -3.7 5.7 | -0.7 -0.4 
Professional/Scientific 892.6 926.5 927.1 0.6 34.5 0.6 0.1 3.9 
Management/Administrative 487.8 51725 512.5 -5.0 24.7 -5.0 -1.0 514 
Educational Services 981.9 1,001.7 998.5 -3.2 16.6 -3.2 -0.3 ART, 
Health Care/Social Assistance 1,414.3 1,471.9 1,511.0 39.1 96.7 39.1 20 6.8 
Information/Culture/Recreation 626.2 636.2 628.4 1) yglat 2.2 7.8 “1.2 0.4 
Accommodation & Food 920.2 950.6 951.7 | let 31.5 151 0.1 3.4 
Other Services 734.5 708.9 701.3 | -7.6 -33.2 -7.6 -1.1 4.5 
Public Administration 781.3 767.8 772.8 | 5.0 -8.5 5.0 0.7 -1.1 


*Other Primary: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 8 
Provincial Overview f | 


Most provinces register job gains in gronat employment patterns 


January... January 1998 = 100 
| 107 : 
| Atlantic 
¢ Newfoundland was the only province to record a net | APT nt 


job loss in January. Job growth was solid elsewhere 
in Atlantic Canada, extending the strong pick-up in 
employment growth that has been evident over the 
past three months. 


¢ Employment advanced 21,000 in Ontario, but was little 
changed in Quebec following a surge in job growth 


, January 1998 = 100 
since the end of the summer. Job growth in Western 


~~ Quebec 
Canada was led by Manitoba and Saskatchewan. 107 = Ontario 
...but Newfoundland's unemployment La 
rate rises sharply 101 
e Job losses in Newfoundland drove its unemployment lay let tao ae ays 


rate up nearly 3 full percentage points to 17.0% in 
January. Elsewhere in Atlantic Canada, the 
unemployment rate was little changed in Nova Scotia, 
but down in New Brunswick and P.E.I. 


¢ Ontario's unemployment rate edged higher as 
employment gains were outpaced by a rise in the 
labour force. Quebec's unemployment rate was also 
up slightly. 


¢ The unemployment rate in Manitoba was unchanged at 
5.2%, but all other Western provinces registered lower 
rates. 


Provincial Employment and Unemployment Trends 


Employment (thousands) - Unemployment rate (%) 


Levels Change since Change since Levels Change since 
2000 last month last year last last 


(000's) % (000's) % month year 
Canada 14,791.8 44.3 0:3) 9408-2 2.8 6.8 0.0 =f 
Newfoundland 204.1 eT -3.4 5.9 3.0 17.0 2.9 -1.0 
P.E.L. 64.4 0.7 det 4.4 723 12.5 -0.2 316 
Nova Scotia 417.5 3.6 0.9 13.4 3i3 9.7 0.1 0.2 
New Brunswick 332.4 3.0 0.9 3.6 1.1 9.4 -0.8 <2 
Quebec 3,428.7 3.1 0.1 88.4 2.6 8.2 0.1 -1.6 
Ontario 5,795.3 243 0.4 191.8 3.4 5.7 0.2 -0.9 
Manitoba 549.9 3.9 0.7 12.4 Dish] 52 0.0 -0.6 
Saskatchewan 488.2 4.3 0.9 Hee 2.4 Oi -0.2 =183 
Alberta 4,575.4 Shr/ 0.2 38.0 25 5.2 -0.2 -0.8 
B.C. 1,935.9 Chl 0.4 SEL 1.8 ee =0.5 -1.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Higher energy prices push up inflation in 
December ... 


Inflation was 2.6% in December on a year-over-year 
basis, up from 2.2% in November. Energy prices 
continue to trend upward, rising a strong 15.1% on an 
annual basis. CPI inflation averaged 1.7% in 1999, 
nearly double the 0.9% rate recorded in the previous two 
years. 


On a monthly basis, consumer prices increased by only 
0.1% in December, with lower prices for Clothing & 
Footwear, Recreation and Household Operations largely 
offsetting higher prices in other categories. 


...but the "core" rate remains within the 
official target range 


Excluding energy, food and indirect taxes, the "core" rate 
of inflation was 1.6% in December, remaining within the 
bottom half of the 1%-3% target range set jointly by the 
Bank of Canada and the Department of Finance. 


Commodity prices rose sharply again in January, 
bringing the year-over-year increase to 26.1% (68.9% 
for Energy prices alone). Commodity prices have been 
trending up strongly over the past nine months following 
two years of decline, and are now nearly back to the 
level reached three years ago. 
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Consumer Price Index 


% change, year-over-year 


~All items 
~-Excluding Food, Energy and Indirect Taxes 
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Consumer Prices 


December 1999 Be Change <ince 
fo Lnange since 


Index last last 
(1992=100) month year 
All items CPI Giidcd 0.1 2.6 
Food 110.9 0.3 dA 
Shelter 106.4 0.5 1.9 
Household operations 109.2 -0.3 1-3 
Clothing & Footwear 103.4 -1.9 0.8 
Transportation 128.3 0.8 6.7 
Health & Personal Care 110.8 0.3 1.8 
Recreation, Educ. & Reading 119.4 -0.7 25 
Alcohol & Tobacco 95.9 0.8 Yat 
Excl. Food/Energy/Indirect Taxes 112.3 -0.1 1.6 
Energy 118.4 22 15-1 
Commodity Prices (January) 
Index, 1982-90=100 108.8 2.4 26.1 
Excluding Energy 112.4 1.8 123 
Energy 102.0 3.4 68.9 


Provincial CPI Inflation -- December 4999 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


The Bank of Canada raises short term interest rates in January... 


* The Bank of Canada raised its trendsetting Bank Rate by 25 basis points to 5.25% on February 3. 
This move was justified based on the need to keep inflation within its 1 to 3 percent target range 
amid growing evidence of continued strong economic growth. The rate hike also followed a similar 
move by the U.S. Federal Reserve. 


¢ The Bank of Canada's announcement triggered increases in the major banks' Prime Lending Rate, 
which rose from 6.5% to 6.75%. Upward pressure was also put on both short-term and long-term 
mortgage rates, which had jumped up already in January. 


¢ Short term interest rates increased more rapidly in the U.S. than in Canada in January, widening 
the Canada-U.S. interest rate gap to 60 basis point in Canada's favour. 


...Dbut long-term yields fall 
¢ Long term interest rates declined sharply near the end of January, offsetting a run-up in bond yields 


that occurred at the beginning of the month. The drop in long-term rates was attributed to market 
expectations that further inflation will be contained successfully in both Canada and the United 


States. 
Key Money Market Rates 
Short-term Interest Rates (end of ee spread Leng spread 
- riod orporate against | Bon against 
; 90-day Corporate Paper 5.50 Canada (daily) e Paper U.S. Yield U.S. 
1998 5.02 0.09 | 5.23 0.14 
2 1999 697 0.49 623 “0:22 
6 United States sil ae 
Aug 1999 4.87  -0.50 5.68  -0.19 
r Sept 4.83 -0.53 5.91; 720.22 
2 Genada Oct 5.05 -093 | 636 0.03 
hp if 5.00 Nov 5.05 —--0.80 60-5 52012 
Sages read eo ag Dec 5.27 -0.49 | 623 -0.22 
es c | iu Jan 2000 5.25 -0.64 620.18 20'33 
tA ea as G8 F 597 °,-0.60- | 619...-013 
[Fay civeecnstmantn nl anictaatartanetchasiyntiataidartilidntactattehntladsbsedehieates A a od & b eb 2 : : : : 
1995 1996 ‘oan 1998 1999 2000 e ee ye se & 
z A positive spread indicates that Canadian rates 
2 eh : are above their U.S. counterparts. 
Long-term Bond Yields : 
|=ong Key Lending Rates 
| dail | : 
| 10 foe Canada (daily) (Gnd ot Brinie Bre ae 
| Canada period) Bank Lending ortgage Rate 
os Rate Rate year 5year 
| 6.50 
is ali f= | 1998 5.25 675 620 °#£6.60 
| aa. Pee 1999 5.00 650 7.35 8.25 
| Py 
if 4 
| Aug 1999 4.75 6.25 7.05 7.80 
| 208 Sept 475 2825 680 ud 
hi | Mp hy Oct 475 46.25" (785 Un, 828 
go uuu (eottoco._- ~copg ren lle m george oon 5.75 | Nou 5.00 6.50 7.35 8.25 
| aes | Dec 5.00 650 7.35 8.25 
Bee es esos veeteflgensutaind eats nein Desai alinosesees eer Megat santo 5.00 6.50 7.60 8.55 
1995 1996 1997 1998.» 1999-2000 0 A 4 | dantZ000 
SY o ue @ 
7 dite SVE aaa Feb 2 5.00 650 7.60 8.55 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Canadian stock prices surge early in February... 


* After gaining 12% in December, the TSE 300 index advanced a further 0.8% in January. 
Stock prices also shot up early in February, rising above the 9,000 mark for the first time ever 


on February 4 to close at 9,209, up 8.6% from January's close. 


* Increased confidence in the Canadian economy — boosted by the release of strong 
employment figures for January and relatively low interest rates — helped propel the TSE 300 
to its new record high. 


¢« While Canada stock prices remained firm in January, the two major U.S. stock indexes — the 


S&P 500 and the Dow Jones — were beth down roughly 5% 9on the month. 


...but the upward momentum in the dollar is halted 


¢ After reaching a 20-month high of $US 0.6967 on January 27, the dollar fell back to $US 0.6918 
by the end of the month, leaving it virtually unchanged from its December close. The dollar 
retreated in part due to expectations that further interest rate hikes would be required in the 
United States to temper its buoyant economy. The Canadian dollar subsequently regained 


some of this lost ground, closing at $US 0.6940 on February 4. 


MEI February 2000 


Canadian pee The Canadian Dollar 
(close) $US index DM yen 
SUSISC 1992=100 Canada (daily) vs. vs. C6 vs. vs. 
sa ee $Cdn _-(92=100)_$Cdn_——‘$Cdn 
==versus US dollar (L) 
0.80 versus C6 index (R) 94 1998 0.6922 78:71 1.082 75.91 
1999 0.6929 82.67 1.313 69.66 
90. =—Cs«O.«.69. 
0.75 
86 Aug 1999 0.6700 81.79 1.236 75.80 
0.70 ve Sept 0.6815 8243 1.261 72.34 
82 Oct 0.6797 .. 82.22 © 1.237 (74-71 
0.65 Nov 0.6782 82.96 1.291 71.29 
by Dec 0.6929 8267 1.313 69.66 
Fei ee Oe Oe  actuninsndenndvaliinn 9 Sugita oe Jan 2000 0.6918 84.15 1.333 72.77 
"1993 1994 1995 1996 1997 1998 1999 2000 st ooh ye <® 
: b. Feb 4 0.6940 
j . i ; Key Stock Market Indexes 
Stock Market Indices Ss ehanGe oni 
12,500 TSE 300 (daily) January last last 
| praee Close month year 
A 9,200 pines 
40,000 aN 9,000 TSE 300 8,481 0.8 26.0 
Dow Jones 8,800 Oil & Gas 5786 =. 18 1) 309 
indus tila verage oe Metals & Minerals 4,073 -9.0 34.4 
PS Utilities 13,812 99 68.8 
eats ae Paper & Forest 5,358 Big F482. 
Merchandising 4,633 Sa HVT 
oe Financial Semices @uuy.081. < 44 2-178 
5,000 TSE 300 7,800 Golds 4,334 -111 -23.5 
7,600 Price-Earnings Ratio* 34.1 -5.9 7.9 
7,400 3 a a 
Sette? preety ee ae ee ee a Pies 6 & S&P 500 4,394 5.1 9.0 
4993 1994 1995 1996 1997 1998 1999 2000 OOo ae se < ; 
pie Rl coe. wp aael ai x im Z bs Dow Jones 10,941 4.8 16.9 
- *columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
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U.S. Economic Trends 


The Federal Reserve boosts interest rates... 


As expected, the Federal Reserve Board raised its key federal funds rate by a quarter point to 
5.75% on February 1 to prevent the emergence of inflationary pressures. Despite modest CPI 
inflation, fears of higher prices were sparked by a 1.1% increase in the employment cost index in 
the fourth quarter of 1999, and January's 0.4% rise in average hourly earnings. 


¢ Labour productivity grew at a 5.0% annual rate in the third and fourth quarters of 1999, helping to 
keep downward pressure on costs and thus inflation. 


... aS the US economy ends 1999 on a very strong note 


2 Advance estimates indicates that ea! SDP increased 5.8% (annua! rate) in the fourth quarter of 
1999, its strongest growth rate of the year. Production was boosted by consumer spending and 
inventory investment, but strong import growth moderated overall growth. 


« Employment rose by 387,000 in January, its biggest advance since September 1997. This 
unexpectedly large gain reflects a surge in construction activity related to warmer-than-usual 
temperatures. The unemployment rate edged down 0.1 percentage points to 4.0%, a near 
30-year low. 


¢ The U.S. trade deficit soared to $26.5 billion in November, the second straight monthly record. 
A jump in imports (1.4%) led to the higher deficit despite strong export growth (0.7%). Ona 
year-to-date basis, the trade deficit is up 60% compared to 1998. 


U.S. Real GDP Growth U.S. Non-farm Payrolls | 
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Key Future Data Releases and Planned Events 


CANADA 
sutvey Of Mantiacturing — DeCeEMben «...,.fsivc.c.ceescsecccsasesosvsgeacageotsoces February 15 
Intemational Trade = WeCOMbaN 7 izcsecc-cs iene 1G eps uadie adinttianieetedets February 18 
Private and Public Investment Intentions — 2000 ...............cccceeeeeeee February 23 
COnSUIMOIsE MCC NCO) SAN AI aro curntcceryten tnsdanwtee baathachnasnrentenc dics February 24 
Financidi Statistics For Enterprises — 4th Quarter 1999 00... February 25 
Re ALAC MOMs PSO Il soon ga i tennncl Pea cae Meee ids cae nic oR teed Ransomed ss February 28 
National Economic & Financial Accounts — 4th Quarter 1999 ............ February 28 
Balance of International Payments — 4th Quarter 1999 ......... February 28 
wbclate eel pell le (elo a7 20.0 Ras pate. Labiadel AAR OPaNer Oe Sep Oleg Seen wey errs Serres February 28 
Capacity Utilization Rates — 4th Quarter 1999 o2............cisccccsccneneseceeees March 7 
PAO s Ole SUING Y — 1 COMIGEY (0 ii5.s010:cccaneeepunevebes scab tsocseaeoeaeteasat bene: March 10 
BUSINESS CONCIMONS UIVEY —AADUIL «chur. cascaseecets sar tet cramer ence maaieeeaenns May 2 


UNITED STATES 


CONSUMicl NOS MOE X —WAMUaAny! siwad, Jc. wane datas kanes hak weve menses February 18 
Intemational Tirade-— DecembDery....e4.6: lesdidia asta tage aides od ouMhavesduactuae teres February 18 
GDP —-4th Quarter 1999, Preliminary estimate ......................c:csseeseeees February 25 
EMIDIOVINGIN co UelONY — br ODI LIIY san 52e< rac ctueee acer esas acca saellccurece emeraaes March 3 
Federal Open Market Committee meeting .................c.cccsesccsseeceeeeeeees March 21 


Note: the February MEI uses data available as of February 4, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS : 
% Change since 

i last last 

We Real GDP advances 4.6% in the fourth onthe year 
quarter, boosting overall growth in Real GDP ($92 B) 766.6 04 4.6 Dec. 
1999 to 4.2% Goods 258.2 0.7 6.6 Dec. 
PAGS Services 508.5 0.3 3.7 Dec. 
Composite Index 156.7 0.5 7.2 Jan. 


Import growth outpaces export growth, 
* Pots P fei. Employment (000's) 14,828 0.2 3.0 Feb. 


leading to a lower trade surplus in Eall-imé 12157 03 38 Feb. 
December and for the fourth quarter as Part-time 2,670 -0.1 -0.3 Feb. 
a whole. Unemployment* (%) 6.8 6.8 7.9 Feb. 
Youth* 13.0 12.5 14.4 Feb. 
“ine . Adult* 5.6 5.7 ‘6.7 Feb. 
W Solid job gains hold Canada's 
unemployment rate steady at 6.8% in CPI inflation* 23 26 0.6 Jan. 
Janua the lowest since 1976 Retail Sales ($M) 22,528 2.0 8.8 Dec. 
ry; 5 Housing Starts (000’s) 168.0 11.9 15.9 Feb. 
ce The prospect of higher U. S. interest Trade Balance* ($M) 2,742 3,207 1,492 Dec. 
Exports 31,893 1.4 12.9 Dec. 
rates puts downward pressure on the iiaors 29151. 3.2 89 Dec. 
Canadian dollar. M&E 9,462 23. 49 Dec. 
: 2 3-mth Corp. paper* (%) 5.36 5.25 5.04 Mar. 8 
& Canadian stocks outperform their U.S. Long bond yield* (%) 5.80 6.27 5.43 Mar.8 
counterparts, as the TSE300 nears the Canadian dollar* (US¢) 68.57 69.18 66.32 Mar. 10 
10,000 level. *Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (ME!) provides a variety of economic analysis and data ina convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 


A SS ELT PA TIL LPS IG ALND ER ETO SECT Tat LI 
National Economic and Financial Accounts -- 4th Quarter, 1999 


Stronger-than-expected growth in the 
fourth quarter... 


Real GDP rose 4.6% (annual rate) in the fourth quarter 
of 1999, led by a pick-up in business investment and 
housing. This advance extends the consecutive string 
of quarterly gains to 18, the longest observed since the 
1960's. 


Domestic demand was the main source of strength, 
with business investment in M&E and inventories and 
residential construction all rebounding from a weaker 
third quarter. Consumer spending posted its fourth 
consecutive period of solid growth, supported by high 
levels of consumer confidence. 


Reflecting recent employment gains, growth in 
personal incomes advanced strongly in the fourth 
quarter, keeping pace with spending and leaving the 
personal saving rate unchanged at 1.1%. The 
household debt-to-income ratio also held steady at 
99.9%. 


Exports of goods and services once again grew 
solidly, but failed to keep pace with imports. As a 
result, Canada's real trade surplus declined in the 
fourth quarter. 


..boosts growth for the year to 4.2% 


For 1999 as a whole, the economy expanded by 4.2%, 
up from growth of 3.1% in 1998. 


Consumer spending strengthened over the course of 
the year, reflecting growing levels of consumer 
confidence and improving labour market conditions. 
Personal incomes were up 3.7% overall in 1999, 
boosted by a net job gain of 427,000. 


1999 was also a banner year for corporate profits, 
which benefitted from firming commodity prices and 
strengthening international demand. Profits increased 
over 25% on the year, more than offsetting losses in 
1998. 
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THE ECONOMY 
Real GDP by Industry 


Growth in Real GDP picks up in December... 


e Real GDP at factor cost advanced 0.4% in December, building on a sharp gain in the previous 
quarter. This advance represents the 17th consecutive monthly increase, surpassing the mark set 


in 1988. 


...boosted by gains in the Goods-Producing and Services Sectors 


¢ Supported by gains across most major categories, Goods production increased 0.7% in 
December. Construction activity recorded its strongest monthly gain in almost three years, and a 
notable increase was also recorded in Logging & Forestry. A surge of activity in Manufacturing 
raised the annual level of production 6.7% above that in the previous year. 


¢ Output in Services increased by 0.3% in December. This growth was led by Retail Trade, spurred 
by higher motor vehicle sales, but Finance & Insurance and Business Services also recorded 
strong performances. Services activity was somewhat dampened by sharp falls in air travel and 
hotel accommodations. Despite a drop in Wholesale Trade in December (due to lower sales of 
computers, software and other electronic machinery), this industry generally performed very well in 
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Real GDP at Factor Cost (1992 dollars) 


December 1999 


Total Economy 


Business sector 


Goods 
Agriculture 
Fishing & Trapping 
Logging & Forestry 
Mining* 
Manufacturing 
Construction 
Other Utilities 


Services 
Transport & Storage 
Communications 
Wholesale Trade 
Retail Trade 
Finance & Insurance 
Real Estate & Ins. Agent 
Business services 
Government services 
Education 
Health & Social Services 
Accommodation & Food 
Other 


766,628 
636,921 


258,161 
13,784 
733 
4,786 
27,694 
142,044 
43,612 
25,508 


508,467 
35,906 
27,369 
46,854 
47,783 
42,167 
19,917 
45,105 
46,013 
40,590 
46,990 
19,794 
29,979 


monthly 


3,140 
2,980 


1,858 


60 
-180 
14 


% Change since last 
$ millions change month year 


0.4 
0.5 


0.7 
0.0 
-7.6 
23 
0.2 
0.5 
1.8 
1.0 


0.3 
-0.2 
0.3 
-0.8 
1.6 
14 
0.0 
1.0 
0.0 
0.1 
0.1 
-0.9 
0.0 


*Includes Quarrying and Crude Petroleum & Natural Gas 


4.6 
5.5 


6.6 
5.7 
3.7 
9.4 
3.8 
6.7 
8.9 
5:2 


3:7 
on 
9.5 
6.7 
5.9 
3.1 
2.3 
7.8 
2.5 
0.2 
-0.9 
2.8 
2.4 
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THE ECONOMY 
Consumer Spending and Attitudes 


Consumer spending remains strong in 
the fourth quarter... 


* Real consumption rose 3.8% (annual rate) in the fourth 
quarter, just slightly below the pace of the previous 
quarter. For the year as a whole, consumption grew 
3.2%, up from 2.8% in 1998. 


* Consumer spending was led once again by durable 
goods. Sales were also boosted by Y2K celebrations 
and possible stockpiling in anticipation of Y2K-related 
disruptions. 


..and appears poised to continue 
growing 


* The solid growth in consumer spending will likely be 
sustained in coming quarters, given the recent strength 
of the labour market, higher personal incomes, and a 
corresponding upswing in consumer confidence. 


* Personal disposable income rose 5.1% (annual rate) in 
the fourth quarter, the strongest advance of the year. 
This gain left the debt-to-income ratio and personal 
saving rate unchanged at 99.9% and 1.1%, respectively. 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 
1998 


1999 


Real Consumption (92$) 485,906 501,227 503,948 508,636 
% change 2.8 3.2 3.9 3.8 
Durable Goods 66,801 71,628 72,896 74,036 
% change 6.3 7.2 15.9 6.4 
Semi-Durable Goods 46,526 47,806 48,212 48,056 
% change 4.9 2.8 4.5 -1.3 
Non-Durable Goods 119,521 121,761 121,860 422,900 
% change 1.0 1.9 1.5 3.5 
Services 253,058 260,032 260,980 263,644 
ee change 2.3 2.8 1.9 44 


Disposable Income 552,778 572,101 


575,448 582,692 

% change : 3.4 3.5 4.9 5.1 
Saving Rate (%) 2:3 1.4 44 4A 
99.9 99.9 


_Debt-to-Income Ratio (%) 98.3 99.9 


Total Retail and Motor Vehicle Sales _ 
$ Billions 


Billi 
; $ Billions 


Total Sales (Left) 


(Right) 


1996 1997 1998 


Motor Vehicle Sales 


1999 


7.0 


5.5 


~ 4.0 


Retail Sales and Consumer Credit 


December 1999 


last 


% Change since 


last 


$ millions month year 


Total Retail Sales (S.A.) 22,528 


Food 5,081 
Drug Stores 4,128 
Clothing 1,199 
Furniture 1,191 
Automotive 9,058 
General Merch. Stores 2,473 
All other Stores 2,398 


Total ex. motor vehicles 16,394 


Consumer Credit 170,585 
(unadjusted) 


2.0 
2A 
-1.1 
0.3 
1.0 
3.7 
1.5 
-0.5 
ahs} 


0.7 


8.8 
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Real Consumer Spending and Attitudes 
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THE ECONOMY 


Business Investment in Plant and Equipment 


Business investment rebounds in the fourth 


quarter... 


Growth in business investment soared 17.9% (annual 
rate) in the fourth quarter, following a pause in the 
previous period. This advance was led primarily by a 
29.1% surge in M&E spending, with notable investments 
in computers, transportation equipment and 
telecommunications equipment. 


Non-residential Construction also picked up, increasing 
9.3% in the fourth quarter. Strong growth in engineering 
construction more than offset a slight decline in building 
construction. 


...and higher profits point to further gains 


‘Corporate operating profits rose an impressive 35.1% 


(annual rate) in the fourth quarter. Gains were led by 
non-financial industries, but financial industries also 
rebounded from a sharp drop in the third quarter. 


Capacity utilization increased by 3 percentage points to 
86.8% in the fourth quarter, its highest rate since the 
1987-88 economic expansion. 


Rising profits and capacity utilization have led to a sharp 
rise in business confidence and point to continued strong 
investment. 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


| Investment in Plant and Equipment 


Index (1991Q1=100) % 


215 100 


= Machinery & Equipment (L) 
— Non-Residential Construction (L) 


Capacity Utilization (R) 90 


1991 1992 
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3Corporate Profits as % of GDP (R) 
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‘Corporate Profits & Business Confidence | 
% of GDP 
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1998 1999 
BUSINESS INVESTMENT 

Machinery & Equipment (1992$) 64,701 74,357 
% change 9.5 14.9 
Non-residential Construction (1992$) 39,110 40,217 
% change 0.1 2.8 
Capacity Utilization (%, Non-farm goods) 83.3 84.8 
Capacity Utilization (Mfg. sector) 83.8 85.7 

CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 132,032.0 158,142.0 
% change -9.6 19.8 
Profits - Non-financial industries 82,442.0 114,266.0 
% change -9,2 38.6 
Profits - Financial industries 49,590.0 43,876.0 
% change -10.1 -11.5 
Business Credit 686,621.0 716,816.0 
% change 9.9 4.4 


1999 Qi 1999 Q2 1999 Q3 1999 Q4 
68,924 74,380 74,600 79,524 
10.1 35.6 I2 29.1 
39,572 39,896 40,248 41,152 
9.4 3.3 3.6 9.3 

83.3 83.5 85.5 86.8 

84.0 84.2 86.7 87.8 
144,828.0 149,124.0 162,940.0 175,676.0 
20.7 12.4 42.5 35.1 
99,548.0 104,300.0 121,592.0 131,624.0 
45.8 20.5 84.7 37.3 
45,280.0 44 ,824.0 41,348.0 44,052.0 
-18.0 -4.0 -27.6 28.8 
708,232.3 709,495.3 720,157.3 729,379.0 
3.3 0.7 6.1 5.2 
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THE ECONOMY 
Housing 


The housing market picks up in the 
fourth quarter... 


Business investment in residential construction grew a 
solid 8.1% (annual rate) in the fourth quarter, picking up 
from slower growth in the previous quarter. 


Spending on alterations and improvements 
experienced the greatest surge, but there was also a 
strong gain in new housing construction. Ownership 
and transfer costs were down sharply on the quarter. 


...contributing to a positive outlook for 
2000 


1999 was a good year for the housing market, which 
firmly recovered from the slump experienced in 1998. 
The outlook for 2000 also appears bright, based on an 
upsurge in consumer confidence and early indicators of 
housing data. Though mortgage rates remain low by 
historical standards, the potential for higher rates in the 
future could have a dampening effect on housing 
demand. 


Sales of existing homes set a new record of 233,970 
units in 1999. This momentum has been sustained 
early in the new year, with sales up 2% in January 
2000. 


Housing starts rose to 168,000 units in February 2000, 
recovering from a drop in January, to reach their 
highest level since June 1994. 


Zeal Investment in Residential Structures 


592 Millions, SAAR (unless otherwise noted) 


1998 1999 


Housing Activity 
| 45 $ Billions 

| Residential Construction 
14 (Left) 


A 


Qt tba teteteddibotatedonbeded tected 
1995 1996 1997 
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200 


Housing Starts (Right) 
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Monthly Housing Indicators 


levels 
Residential Construction (1) 14,644 
($92M, factor cost basis) 
Building Permits, $M (2) 1,799 
Sales of Existing Homes (2) 
(# of units) 18,682 
Housing Starts, # of units (3) 168,000 
Newfoundland 2,200 
Prince Edward Island 500 
Nova Scotia 3,600 
New Brunswick 1,900 
Quebec 21,800 
Ontario 80,000 
Manitoba 800 
Saskatchewan 1,500 
Alberta 18,800 
British Columbia 414,800 


Change since 


last last 
month year 
3.1% 12.1% 
-2.3% 25.1% 
388 

17,800 23,100 
1,000 1,400 
0 -200 
-1,000 -600 
-2,600 300 
3,000 1,900 
15,600 19,600 
-600 -500 
-1,000 300 
-2,100 -2,000 
5,500 3,400 


4 - December data; 2 - January data; 3 - February data. 
Sources: Statistics Canada, Canada Mortgage and Housing 


Corporation, Canadian Real Estate Association 


tesidential Construction 41,547 44,248 44,640 45,508 
% change -1.9 6.5 3.9 8.0 
Construction by Business sector 41,422 44,116 44,508 45,384 
% change -1.9 6.5 3.9 8.1 
New Housing 20,695 22,158 22,376 23,052 
% change -3.5 ela 8.7 12.6 
Alterations & Improvements 13,645 14,415 14,216 14,904 
% change 2.9 5.6 — -44.9 20.8 
Ownership & Transfer Costs 7,207 7,316 8,048 7,552 
% change -5.1 1.5 Te -22.5 


Growth in Real Residential Construction 


% change, SAAR 


12.6 


-15.1 


94 95 96 97 98 99 3... 4 
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THE ECONOMY 


Trade and Competitiveness 


The strong economy feeds import 
demand in December... 
« Growing domestic demand boosted import growth in 


December (3.2%), reversing a slight decline in the 
previous month. Increases were broad based, with 


notable advances in Industrial Products and M&E. 


Imports of Energy Products fell back slightly from a 
price-induced surge (18.9%) in November. 


* Exports rose at a slower rate (1.4%), fuelled by higher 
sales of trucks, automobile, plastics and crude oil to the 
United States. Exports of Forestry Products to Asia 
were also higher. December's increase builds on a 
gain of 1.7% in November. 


¢ December's performance rounded out a strong year for 
exports, which advanced 11.9% overall — almost twice 
as fast as imports — supported by sustained demand 
from the United States. 


...leading to a lower trade surplus 


¢ The trade surplus declined to $2.7 billion in December 
as imports advanced at a faster pace than exports. 


¢ Still, the merchandise trade surplus for 1999 reached 


$34 billion, its highest level since 1996, and the third 
highest on record. 


Merchandise Trade 


| Merchandise Trade Flows and Balance | 
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December 1999 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
November December 1998 1999 Nov to Nov to Dec 98 to 
1999 1999 Jan-Dec Jan-Dec Dec 1999 Dec 1999 Dec 99 
Exports 31,446 31,893 322,262 360,599 447 1.4 12.9 
to United States 26,940 27,287 269,496 309,665 347 1.3 133 
Imports 28,239 29,151 303,402 326,661 912 3.2 8.9 
from United States 21,140 21,877 233,635 249,174 737 NS) 48 
Trade Balance 3,207 2,742 18,860 33,938 ~465 
with United States 5,800 5,410 35,861 60,491 -390 
Exports by Commodity 
Agriculture/Fishing Products 2,173 2,202 25,142 25,613 29 1:3 4.3 
Energy Products 2,930 3,030 23,902 30,310 100 3.4 154 
Forestry Products 3,318 3,432 35,172 38,902 114 3.4 11.9 
Industrial Goods & Materials 4,990 §,125 57,453 56,942 135 27 10.4 
Machinery & Equipment 7,588 7,385 78,823 84,960 -203 -2.7 10.2 
Automotive Products 8,096 8,286 71,417 96,143 190 23 if 
Other Consumer Goods 1,129 1,153 12,426 13,591 24 2.1 Te 
Imports by Commodity 
Agriculture/Fishing Products 1 455 1,499 17,262 17,637 44 3.0 0.3 
Energy Products 1,196 1,192 8,679 10,647 4 0.3 93.8 
Forestry Products ANGUS 237 2,499 2,741 0 0.0 Ss 
Industrial Goods & Materials 5,447 5,720 60,286 62,142 273 5.0 SBT A 
Machinery & Equipment 9,250 9,462 101,303 108,231 212 2.3 4.9 
Automotive Products 6,475 6,620 66,762 75,902 145 22 7.4 
Other Consumer Goods 3,150 3,288 34,575 36,963 138 4.4 4.4 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Employment growth remains strong in 
February... 


Employment increased by 36,000 in February of this 
year, building on solid gains in the previous five 
months. 


Continuing a trend established since the beginning of 
last year, all of February's job gains were in full-time 
employment. The number of part-time workers 
edged lower on the month. 


Though down slightly in February (-6,000), youth 
employment remains well above its year-ago level. 


..as the unemployment rate remains 
unchanged at 6.8% 


For the second straight month, higher employment 
was matched by a similar rise in the labour force, 
leaving the national unemployment rate unchanged 
at 6.8%. The current unemployment rate is the 
lowest since April 1976. 


Employment gains lowered the adult unemployment 
rate by 0.1 percentage points to 5.6% in February. 
The unemployment rate for youth rose one-half 
percentage point to 13.0%, due to both modest job 
losses and an increase in the labour force. 
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Labour Force Trends 


Levels 
Bn ousanes) 1999 2000 2000 
February January’ February 
Employment 14,394.5 14,791.8 14,827.5 
Full-time 11,716.1 12,117.6 42,157.1 
Part-time 2,678.4 2,674.2 2,670.4 
Youth 15-24 2,177.4 2,265.8 2,259.5 
Adult 25+ 42,2174 12,526.0 12,568.0 
Self-employed 2,468.9 2,531.2 2,532.6 
Unemployment 1,280.5 4,077.5 1,079.5 
Unemployment Rate 7.9 6.8 6.8 
Youth 15-24 14.4 12.5 13.0 
Adult 25+ 6.7 5:7. 5.6 
Labour Force 45,632.0 15,869.3 45,907.0 
Participation Rate 65.5 65.7 65.8 
Employment Rate 60.3 61.3 61.4 
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Change since % Change since 


last last year-to- last last 

month year date month year 

0.2 3.0 

0.3 3.8 

-0.1 -0.3 

-0.3 3.8 

0.3 2.9 

0.1 2.6 

0.2 -12.8 

SEL 275.0 84.7 0.2 1.8 
0.1 0.3 0.2 
0.1 14 0.2 
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LABOUR MARKET TRENDS 
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Industry Overview 


The Services sector leads job growth in 
February... 


¢ Employment increased by 39,000 in the Services 
sector in February of this year. Solid gains in Retail & 
Wholesale Trade and Accommodation & Food 
Services accounted for most of this gain. Notable 
losses were in Professional, Scientific & Technical 
Services, and Public Administration. 


¢ Job growth in Goods-producing industries paused in 
February, following a period of very strong growth 
extending back to last August. Gains in Construction 
were offset by a decline in Manufacturing employment. 


...with gains in both the private and public 
sector 


¢ The number of paid employees in the private sector 
was up 26,000 in February. Self-employment was 
little changed after rising strongly in the previous three 
months. 


* Employment in the public sector increased by 9,000, 
bringing gains over the past six months to 66,000. 


Industrial Employment Trends 


: Levels 
an thousands) 4999 2000 2000 
Februa Janua Februa 
Goods-producing 3,745.3 3,889.2 3,886.1 
Agriculture 422.0 401.1 400.2 
Other Primary” 277.3 275.5 278.0 
Utilities 114.8 116.0 116.9 
Construction 765.9 815.0 825.6 
Manufacturing 2,165.4 2,281.7 2,265.3 
Services-producing 10,649.2 10,902.6 10,941.4 38.8 
Trade 2,233.5 2,263.1 2,292.4 29.3 
Transportation 123.5 776.6 784.2 7.6 
FIRE* 860.6 859.6 861.1 1.5 
Professional/Scientific 891.5 927.1 909.4 -17.7 
Management/Administrative 485.7 512.5 512.7 0.2 
Educational Services 963.0 998.5 995.9 -2.6 
Health Care/Social Assistance 1,427.7 4,511.0 1,518.4 TA 
Information/Culture/Recreation 627.1 628.4 635.3 6.9 
Accommodation & Food 919.7 951.7 965.8 14.1 
Other Services 736.8 701.3 701.2 -0.1 
Public Administration 780.0 772.8 765.2 -7.6 


tint 


‘Employment by major sector 


| January 1998 = 100 
108 i 


| 106 -=— Total 
— Goods 
| 404. 7 Services 


102 


2000 


‘Employment growth by worker category 


February 2000 (thousands) 


Total 


| Private 
employees 


| Self- 
employed 


Public 
sector 


@§ month-over-month 
G8 year-to-date 


Change since % Change since 
last year-to- last last 
date month ear 
-0.1 3.8 
-0.2 -5.2 
0.9 0.3 
0.8 1.8 
1.3 7.8 
-0.7 4.6 
292.2 59.2 0.4 27 
58.9 20.7 1.3 2.6 
60.7 20.0 1.0 8.4 
0.5 4.2 0.2 0.1 
17.9 -17.1 -1.9 2.0 
27.0 4.8 0.0 5.6 
32.9 -5.8 -0.3 3.4 
90.7 46.5 0.5 6.4 
8.2 -0.9 1.1 13 
46.1 15.2 tes) 5.0 
-35.6 -7.7 -0.0 -4.8 
-14.8 -2.6 -1.0 -1.9 


*Other Primary: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


British Columbia and Alberta pace 
national job gains... 


Provincial job gains were led by British Columbia 
(15,000) and Alberta (10,000) in February of this year. 


Employment rose by 9,000 in Ontario, but was little 
changed in Quebec for the second straight month 
following a surge in job growth at the end of last 
summer. 


Most Atlantic provinces (all but Prince Edward Island) 
posted modest job losses on the month. 


.. but the biggest drops in unemployment 
rates are in PEI and Saskatchewan 


The unemployment rate fell one full percentage point 
to 11.5% in PEI, with modest job gains accompanied 
by a fall in the labour force. Higher employment and 
fewer job seekers also lowered Saskatchewan's rate 
by one-half point to 4.6%, the lowest in Canada. 


Solid job gains lowered unemployment rates by 
0.3 percentage points in both Alberta (to 4.9%) and 
British Columbia (7.0%). 


After jumping up nearly 3 full percentage points in 
January, Newfoundland's unemployment rate rose a 
further 0.6 points in February to 17.6% — by far the 
highest provincial jobless rate in Canada. 


Provincial Employment and Unemployment Trends 
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Unemployment Rates -- February 2000 


Employment (thousands) 


Levels Change since 
2000 last month 
February (000's) % 


Canada 14,827.5 35.7 0.2 
Newfoundland 203.6 -0.5 -0.2 
P.E.l. OB 04 0.6 
Nova Scotia M700 4 05 -0.1 
New Brunswick 331.3 -1.1 -0.3 
Quebec 3,430.6 1.9 0.1 
Ontario 5,804.2 8.9 0.2 
Manitoba 5496. | 0.3 -0.1 
Saskatchewan 490.2 2.0 0.4 
Alberta 4,585.8 10.4 0.7 
B:G. 1,950.4 14.5 0.7 


Change since 


Levels 


Unemployment rate (%) 


Change since 


last year last last 

(000's) % month year 
433.0 3.0 6.8 0.0 -1.1 
2.9 1.4 17.6 0.6 1.4 
4.3 1 11,5 -1.0 -3.8 
14.7 3.7 9.7 0.0 -0.8 
2.5 0.8 9.7 0.3 -1.9 
104.9 3.2 8.3 0.1 1.5 
193.4 3.4 SI/ 0.0 -1.0 
10.1 1.9 5.3 0.1 -0.2 
13.1 2 4.6 -0.5 -2.1 
41.0 Pap 4.9 -0.3 0.9 
46.1 2.4 7.0 -0.3 -1.3 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


CPI inflation slows in January... 


¢ Consumer prices were up 2.3% in January 2000 on a 
year-over-year basis, compared to 2.6% in the previous 
month. Energy costs were up 15.0% compared to last 
year. 


* Ona month-over-month basis, prices declined 0.1% in 
January. This was partly due to manufacturer rebates 
and dealer discounts for auto sales, but lower prices for 
air transportation and travel tours also contributed to the 
monthly drop. Prices for natural gas and fresh 
vegetables increased over the month. 


...leaving the "core" inflation rate well 
within the official target range 


¢ Excluding energy, food and indirect taxes, the "core" 
rate of inflation was 1.4% in January, remaining in the 
bottom half of the 1%-3% target range set jointly by the 
‘Bank of Canada and the Department of Finance. 


¢ Ona year-over-year basis, commodity prices were up a 
solid 30.2% in February, the biggest advance in two 
decades. Energy prices, which are now nearly double 
their level of a year ago, were the main contributors to 
this increase. 


Consumer Price Index 
% change, year-over-year 
= All items 
— Excluding Food, Energy and Indirect Taxes 


AML fix 8 os ar eer er er een ret 
Official Target Range: 1%-3% 
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Commodity Prices ($U.S. basis | 


Index, 1982-90=100 
140.0 - 


Excluding energy 
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1995 1996 1997 1998 1999 2000 


Consumer Prices 


January 2000 % Change since 
Index last last 

(1992=100) month year 

All items CPI 111.4 -0.1 2:3 
Food 110.8 -0.1 -0.3 
Shelter 106.7 0.3 2.1 
Household operations 108.7 -0.5 0.7 
Clothing & Footwear 104.3 0.9 0.6 
Transportation 127.3 -0.8 5.9 
Health & Personal Care 111.0 0.2 1.8 
Recreation, Educ. & Reading 118.5 -0.8 2.6 
Alcohol & Tobacco 96.2 0.3 2.1 
Excl. Food/Energy/Indirect Taxes 112.0 -0.3 1.4 
Energy 118.6 0.2 15.0 

Commodity Prices (February) 

Index, 1982-90=100 112.2 2.6 30.2 
Excluding Energy 113.2 1.0 11:5 
Energy 110.3 5.8 92:2 


Provincial CPI Inflation -- January 2000 
% 


; oe a 
NA ae 


Al, Ctr J 
a tee ee is he 
were jay ' a rT oe ht Ne 
Aig ie) es 
} ’ in Part on eile Peery - 


fy fhiaat, ae A ol 7 = a ah ee ; 
Wal ; : . a ala i 


ait ul 


2 prt yee a Sty wean ees 
j fi te Qwoerne iy 


eee a ul ay 
ia ** ry i j i ¥ Oy 
ae ri Hi (Mir 0 PX. J vi 4 : : } vk 
han iane in 1.) Keo) 
\ One fy’ , ay Pos aa 
, 4 a j ' ¥ p) ed) 
ay Cody er valiant agrihy 
ay’ HW Aes: DA ite | 
‘ bir r Wes 4 Oo 
‘Gi ‘ hd ey At ee jut i Af 


0) a ah as al np rw ne 
ae v Lignt Aesfo@a ft ik att : Hag ™ “Me - omen 4 HOO VOe & 19mg " "e 
in 1 Neha ea abt ny yaw em : zis thik 
ue ais ieried an phe nt my ee ane Ww ue ; 
j | pean a pan idee eit 7 by A y atte : 
‘ F ete ih. ae, yan } mY R aad mi | 9 nt ba at 


ey a Last dneedl ae riba oliicnt t-¢ neat 
‘4 a a Php : Me ; ee e Napa 4 ver iene ae : 


=} 


i ‘) J 
i 
DS ‘nm uae - reset te} Pa? ‘ieee | we, 


ae tin i 
ie J 
Pn BAUR rake 
i one *¥) ; ; at 
i" wav hie 
thew A a ee ae sali aa 
—% 5 i! 


PRICES and FINANCIAL MARKETS 


‘Short-term and Long-term Interest Rates 


Short-term interest rates edge up in February... 


e The Bank of Canada raised its trendsetting Bank Rate by 25 basis points to 5.25% on February 3, 
following a similar move by the U.S. Federal Reserve. This triggered a similar increase in the Chartered 
Banks’ Prime Lending Rate to 6.75%. 


e As the Bank of Canada's move was widely anticipated, market-determined short-term interest rates 
actually fell back with the announcement. However, growing sentiments that the stronger-than-expected 
economies in Canada and the U.S. will prompt authorities to tighten further pushed up rates later in the 


month. 


¢ As of March 8, Canadian short-term interest rates were 62 basis points below comparable U.S. rates. 


...While the long-term bond yield falls 


e Long-term interest rates declined through much of February, ending the month more than 40 basis 
points below January's close. Given a similar decline in U.S. bond yields, Canadian long-term rates 
remained roughly 30 basis points below U.S. yields. 


* North American bond yields have been trending down as markets anticipate that higher short-term 
interest rates will contain future inflation. Expectations that the supply of long-term bonds will fall as 
governments retire debt has also put downward pressure on bond yields, as have recent losses in U.S. 
equity markets which have prompted investors to opt for investments in relatively "safe" bonds. 


| 
| 
| 
| 
| 
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Short-term Interest Rates 
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Long-term Bond Yields 
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Key Money Market Rates 
(end of 90-day spread; Long spread 
period) Corporate against | Bond against 
Paper _U.S. Yield U.S. 
1998 5.02 0.09 O23 0.14 
1999 0.20 -0.49 6.23 -0.22 
Sept 1999 4.83 -0.53 5.94 -0.22 
Oct 5.05 -0.93 6.36 0.03 
Nov 5.05 -0.80 6.10 -0.12 
Dec S27. -0.49 6.23 -0.22 
Jan 2000 5.20 -0.64 6.27 -0.33 
Feb 5.31 -0.64 5.83 -0.31 
March 8 5.36 -0.62 5.80 -0.37 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


end of Prime 
snes Bank Lending Mortgage Rate 


Rate Rate _iyear 5S year 


6.50 
: ; 1998 5.25 675 620 6.60 
er bags 6.25 4999 500. 650 735 825 
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Aye Sept1999 4.75 625 680 7.70 
2 Oct 475 625°. 735° 4 B25 
[ ill 1 mn. “ee Nov 5.00 650 7.35 8.25 
com PDS Cote on eongee eco meg Dec 500: 2650.) 735°. 8.25 
wy yan 2000 6.00... 650 760. 8.55 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Canadian stock prices hit record highs... 


¢ The TSE 300 index was up 7.6% in February, bringing total gains since November to just over 
21%. This momentum was sustained early into March, with the index crossing the 9,500 mark for 
the first time ever on March 2, less than a month after reaching the 9,000 level. 


e While Canadian stock prices posted solid gains, the major U.S. stock indexes have fallen over the 
past two months. The Dow Jones lost 7.4% of its value in February, while the more broad based 
S&P 500 dropped 2.0%. These losses reflected fears that the U.S. Federal Reserve might 
increase interest rates faster to head off inflation. 


¢ The gap in performance between traditional "blue chip" and high-tech stocks has been very 
evident in recent months, particularly in the U.S. market. The Nasdaq, home to most U.S. 
high-tech heavyweights and start-ups, gained around 86% in 1999 and a further 19% by the end 
of February. In contrast, the more traditional Dow Jones average was down nearly 12% in the first 
two months of the year. 


...but the dollar edges down 


* The expectations that the Federal Reserve will announce further interest rate hikes to temper the 
U.S. economy weakened the Canadian dollar in February. The exchange rate dropped roughly a 
third of a cent to close at $US 0.6898 in February, and fell further in early March. 
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The Canadian Dollar 


viEI March 2000 


(close) $US index DM yen 
vs. vs. C-6 vs. vs. 
$Cdn (92=100) $Cdn $Cdn 
1998 0.6522 78.71 1.082 75.91 
1999 0.6929 82.67 1313 69.66 
Sept 1999 0.6815 82.43 1.261 72.34 
Oct 0.6797 82.22 1.237 TATA 
Nov 0.6782 82.96 1.291 71.29 
Dec 0.6929 82.67 1.313. 69.66 
Jan 2000 0.6918 84.15 1.333 (207 
Feb 0.6898 84.39 1.370 75.43 
March 10 = 0.6857 


Key Stock Market Indexes 


% change from 


February last last 
Close month = _- year 
TSE 300 9,129 7.6 44.6 
Oil & Gas 5,497 -5.0 35.8 
Metals & Minerals 3,490 -14.3 15.0 
Utilities 14,853 TS 94.9 
Paper & Forest 5,161 -3.7 47.6 
Merchandising 4,519 -2.4 -14.9 
Financial Services 7,052 -0.4 -12.3 
Golds 4,223 -2.6 -20.7 
Price-Earnings Ratio* 32.3 -1.8 8.7 
S&P 500 1,366 -2.0 10.3 
Dow Jones 10,128 -7.4 8.8 
*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The US economy expands far beyond expectations... 


¢ Preliminary estimates indicate that the U.S. economy surged 6.9% (annual rate) in the final 
quarter of 1999, more than one percentage point higher than the advance estimate and the 
strongest quarterly growth rate in 3 1/2 years. Stronger consumer spending, inventory investment 
and exports were the main contributors to this strong performance. 


¢ After hitting a record high in November, the U.S. trade deficit narrowed to $25.5 billion in 
December, as exports grew at a faster pace (3.2%) than imports (1.0%). However, for 1999 as a 
whole, the deficit totaled a record $271.3 billion, up from $164.3 billion in 1998. This pushed up 
the U.S. current account deficit to an all-time high of $338.9 billion for the year. 


¢ Employment rose only 43,000 in February of this year, following a large increase in January 
(384,000) caused largely by seasonal factors. The unemployment rate edged up to 4.1% in 
February. 


...faising fears of a possible rate hike by the Federal Reserve 


¢ Productivity rose at a revised annual rate of 6.4% in the fourth quarter of 1999, the fastest rate in 
seven years, while both consumer price inflation (2.7%) and producer prices remained unchanged 
in January of this year. Still, analysts widely expect that the Federal Reserve will raise interest 
rates at its March 21 meeting to prevent the emergence of inflationary pressures. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR Monthly change in thousands 
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SPECIAL REPORT: 


Innovative Activity in Canada by Technological Field 


Patent data point to increased innovative 
activity in Canada... 


¢ Patenting activity increased 2.9% per year on average in 
the 1990s, with a particularly sharp rise in applications 
since 1995. Indeed, growth averaged 7.8% over the 
1996-1998 period. 


...led by the Biotechnology and 
Computer-related fields 


e By major field, Mechanical/Civil patents accounted for 
the largest share of applications filed (25.6% in 1998). 


¢ However, patent applications in the Biotechnology field 
increased at a faster pace — 12.2% per year in the 
1990s. This fast growth nearly doubled the share of 
Biotechnology in total patent applications from 4.7% in 
1990 to 9.0% in 1998. 


* Computer-related patent applications also grew quickly 
(5.8% per year), boosting their share in total 
applications from 13.4% in 1990 to 16.4% in 1998. 


* Organic Chemistry was the only major field in which 
patenting activity slowed in the 1990s. 


This special report in based on a forthcoming study by M. 
Rafiquzzaman and Karen Smith, "The Pattern of 
Technological Innovations in Canada in the 1990s: What 
do the Patent Data Say?" 


| Patenting Activity in Canada, 1990-1998 


34 


Number of Applications filed ('000) 


24 | i 
1990 1991 1992 1993 1994 1995 1996 1997 1998 


Source: Canadian Intellectual Property Office 
Note: Total number of applications filed includes both domestic and foreign inventors. 


Electrical / Physics 


Mechanical / Civil 


Average Annual Growth in Patenting 


Activity by Technological Field: 1990-1998 
(%) 


Biotechnology 
Computer Related 
Miscellaneous 

All fields 


Other Chemistry 


Organic Chemistry | -0.9 


Source: MEPA compilations based on Canadian Intellectual 
Property Office data. 


Patenting Activity in Canada by Technological Field: 1998 


Electrical / Physics Computer Related 
a” 16.4% 


Biotechnology 


Mechanical / Civil 9.0% 


25.6% 


“Other Chemistry 
p 14.7% 
Miscellaneous : : 
11.0% Organic Chemistry 
14.1% 
Source: Canadian Intellectual Property Office Pe. 
Note: Total number of applications filed includes both domestic and foreign inventors. 


Share of Patent Applications by 
Technology Field, 1990 and 1998 


Weis, ea “1990 | 1998 | Change 
Biotechnology 4.7 9.0 4.4 
Computer Related 13.4 16.4 3.0 
Electrical / Physics 10.1 9.1 -1.0 
Mechanical / Civil 28.6 25.6 -3.0 
Organic Chemistry 19.3 14.1 5.2 

| Other Chemistry 14.8 14.7 -0.0 
Miscellaneous 9.1 11.0 1.9 


Source: MEPA compilations based on Canadian Intellectual 


Property Office data. 
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SPECIAL REPORT: 
Innovative Activity in Canada by Technological Field 


Share of Patent Applications by 


The increase in patenting activity is most Entity Size, 1998 


_ evident among smaller entities... 


_¢ Large entities (firms with more than 50 employees, Large entity 
excluding universities) accounted for just over | 77.9% 
three-quarters of all patent applications in 1998. | 


-* However, growth in applications was much faster for 
smaller entities. Patent applications increased 6.6% per 
year on average for small entities over the 1991-1998 
period, compared to growth of 2.1% for their larger 
counterparts. This faster growth in patenting activity for 
smaller entities occurred across all major fields. 


‘Small entity 
22.1% 


Source: Canadian Intellectual Property Office 


...Who tend to concentrate their activity 
more heavily in the Mechanical/Civil | Average Annual Growth in Patenting 


engineering field Activity: Large vs Small Entities 
(1991-1998) 


¢ In 1998, 38.1% of all patent applications from smaller Percentage Change 
| entities were in the area of Mechanical/Civil Engineering. 
This compares to a share of 22.1% for larger entities. Total 
Growth in patent applications in this field was relatively 
slow in the 1990s. 
Large 
entity 


¢ For both large and small entities, growth in patenting 
activity was fastest in Biotechnology. 


Small 
We Rees : entity 
¢ Larger entities accounted for most patent applications in 
Organic Chemistry (94.2% in 1998). However, while Source: MEPA compilations based on Canadian Intellectual 
their patenting activity in this area declined over the Property Office data. 
1991-98 period, patent applications increased for smaller 
entities (admittedly from a much smaller base). Average Annual Growth in Patenting 
Activity by Entity Size : 1991-1 998 
Ly 
Share of Patent Applications, 1998 () 
: 10.4 
Technological Field Entity Size Total Plokeemn clog, 28.2 
field Large Small | Large Small 
Computer Related 
Biotechnology 9.2 8.3 79.6 20.4 100.0 mi Large entity 
Computer Related | 17.6 12.2 83.6 16.4 | 100.0 Miscellaneous [Small entity 
Electrical / Physics 9.7 6.9 83.2 16.8 100.0 
Other Chemistry 
Mechanical / Civil 22.1 38.1 67.1 32.9 | 100.0 
Organic Chemistry 17.1 3.7 94.2 5.8 100.0 Electrical / Physics 
i : 16.7 100.0 
Other Chemistry 15.8 11.1 83.3 Mechanical Civil 
Miscellaneous 8.6 19.6 60.6 39.4 100.0 
Organic Chemistry 14 G . Ts 15.4 
Total 100.0 100.0 LG. 
: | : MEPA ilations based on Canadian Intellectual 
Source: MEPA compilations based on Canadian Intellectual ae hes Office pea enone i 
Property Office data. J 
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COMING UP 
Key Future Data Releases and Planned Events 


CANADA 

| COnsuimetreniceNUCX — MODMI AMY cpcentars-secteoty.:connvceestecansoesnsctinamassates March 15 
SUIVey OulaMmuraCwuning: — JANUAR Vie tec...s.:fernnerateemensentzenerssnnenteecsceacs March 16 
MET MauOMal MAG: =u ATIUALY 95...) 5ccssnccss us ssa deateuneenonennwcteccbuermneete tories as March 21 
SOFA CLOmCOSt — SAMUIAl Vite cca cesntesasceer teteetoatercanencebnrsaasusaeaeien terete March 31 
PADOUTIEOLCe SUV OV IAN Chin: Mi cncteg is ccinttnsenatenscheecespendey ss ileseasoeterenees April 7 
BUSINESS ISONGILIONS. SULVOY A Dll ian ita cssscnnenrctenaeecdt<bbivee leletenncceee ses May 2 
National Economic & Financial Accounts — 1st Quarter 2000 ............ May 31 
Balance of International Payments — 1st Quarter 2000 ........ ee May 31 
Capacity Utilization Rates — 1st Quarter 2000 00... eeeeeteeeeeees June 7 
Financial Statistics For Enterprises — 1st Quarter 2000 .................... June 9 
Private and Public Investment Intentions — 2000 (revised) ................. July 19 


UNITED STATES 


Consiumenrnice Index FObranye t.......ss0e.ecdccees-seetacqreoseceaueenssseerasees March 17 
PALS TIAG OIA BAC Siw MUAY ieee wc ones .ecateztooe-noennenesansses coneaetenennede March 21 
Federal Open Market Committee meeting ............:ceceeeeeeeeetneeeeeeees March 21 
GOR 4thrOuarternd999 Pinal. rccGocsc-ct cence eeneues-evseecseaerton amen March 30 
Employment Situation — March ...........c:cccesseeesnersseetseeeseeesnseeerenseenens April 7 


Note: the March MEI uses data available as of March 10, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS 


/ last last 

W& The national unemployment rate holds month year 

| steady at 6.8% for the fourth straight je oe ($92 B) he ue af fat 
A ooas ; . 5 an. 

_ month in March. Services 509.8 0.3 3.5 Jan. 

Composite Index 158.2 1.0 7.4 Feb. 


| as Broadly based gains lead to another 


solid month of output growth in Employment (000's) 14,858 0.2 3.2 Mar. 


Full-time 12,190 0.3 3.8 Mar. 

January. Part-time 2,668 -0.1 0.3 Mar. 

Unemployment* (%) 6.8 6.8 7.9 Mar. 

| ; ; Youth* : 13.0 14.2 Mar. 

-W Canada's trade surplus jumps up to a hacia pee : nee Hi 

record $4.5 billion in January. 

CPI inflation* 2.7 2.3 0.7 Feb. 

| : : BL te: Retail Sales ($M) 22,550 ~=—-0.0 6.7 Jan. 

’ Inflation rises to a four year high un Housing Starts (000's) 166.1 -1.1 10.3 Mar. 
| February, pushed higher by surging 

energy prices. Trade Balance* ($M) 4,532 2,742 2,772 Jan. 

Exports 33,160 4.0 15.1 Jan. 

| ‘ ’ Imports 28,628 -1.8 9.9 Jan. 

| us The Bank of Canada raises its trend- M&E 9,575 1.2 10.9 Jan. 


setting interest rate on March 22, the 
ral P th 3-mth Corp. paper* (%) 5.43 5.31 4.85 Apr. 5 
second increase In as many montis. Long bond yield* (%) 5.75 5.83 5.36 Apr.5 
Canadian dollar* (US¢) 68.62 68.98 66.28 Apr. 7 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (ME!) provides a variety of economic analysis and data in a convenient format. The ME! does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 


Real GDP by Industry 


The economy shows continued strength in January... 


Real GDP at factor cost advanced 0.5% in January, boosted by strong domestic and foreign 
demand. At 18 consecutive months, this represents the longest uninterrupted string of output 
gains since 1961 (when monthly data were first collected). 


..with gains in most areas of the economy 


Goods production increased 1.0% in January, with gains across most major industry groups. The 

Construction sector continued to surge, while Manufacturing posted another solid advance, buoyed 

by strong U.S. demand for automotive products and growth in the fabricated metal products 
industry. The output of Utilities also rose sharply on the month, and high oil prices boosted Mining 
activity for the third consecutive month. Production was down in Agriculture and Logging & Forestry 
in March, but remains up in both cases on a year-over-year basis. 


Output in Services industries increased 0.3% in January, led by growth in Communications, Finance 
& Insurance, and Retail Trade. Output in the telephone carrier industry rose due to greater long 
distance use, while booming stock market activity provided a boost to the financial sector. 


Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars) 
5 Ee eesti the us anuary 2000 monthly % Change since last 
Composite Leading $ millions change __month year 
- = Indicator : 
1.0 7 . ] Total Economy 770,118 3,891 0.5 4.7 
Business sector _—6.40,540 3,984 0.6 5.5 
0.5 ‘ 
Goods 260,353 2468 1.0 7A 
0.0 UE Agriculture 13,590 198. 3.6 
Fishing & Trapping 790 57. CB 1.3 
RO rs Logging & Forestry 4,647 -185 -3.8 3.2 
Mining* 28,101 27 5.3 
Manufacturing 142,606 O75. 07 7.3 
Be GkaAtunisooovor ws 1990 “2000 Construction 44,300 B29 8.8 
: — Other Utilities 26,319 705i 7.5 
Real GDP by major sector Services 509,765 1423 | 0.3 3.5 
Wey teoe 2100 Transport & Storage 35,739 5 -0.0 4.9 
5 PY area Communications 27,801 398 1.5 10.1 
ye Wholesale Trade 46,702 44 Di 5.6 
a Vay : Retail Trade 48,178 342.07 4.8 
7 ae Finance & Insurance 42,551 371 0.9 4.0 
—Manufacturing an Real Estate & Ins. Agent 80,154 199 02 25 
oo Services 74 Business services 45,317 163—i“‘é«S 8.1 
414 Government services 45,966 -8 -0.0 22 
Education 40,494 78 0.2 0.0 
a Health & Social Services 47,129 42 02 07 
403 Accommodation & Food 19,733 -27 -0.1 -0.8 
Other 30,001 Oe 0.0 2.4 
*09e Go 47 1998 4999 2000 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 
Consumer Spending and Attitudes 


Consumer spending remains strong in 
the fourth quarter... 


Real consumption rose 3.8% (annual rate) in the fourth 
quarter, slightly below the previous quarter's pace. 


Gains in consumer spending were led once again by 
durable goods. Sales were also boosted by Y2K 
celebrations and possible stockpiling in anticipation of 
Y2K-related disruptions. 


...Dbut slows early in the new year 


Retail sales in January were unchanged from 
December following a surge in the late months of 1999. 
The largest declines were in sales of food and alcoholic 
beverages, which were previously boosted by millennial 


Total Retail and Motor Vehicle Sales 


7.0 | 


6.3 


| Billions ill 
23.0 $ Billi $ Billions 
| 22.0 
Total Sales (Left) 
21.0 
| 20.0 5.5 
19.0 
| Motor Vehicle Sales 48 
| 18.0 (Right) 
17.0 Usadhectrcledato pthretliodh tekstas tecLale ta trbsleke detest aitabiobianaescletel AQ) 
1996 1997 1998 1999 2000 


Retail Sales and Consumer Credit 


January 2000 % Change since 


last last 
$ millions month year 


festivities and Y2K stockpiling. Sales in the automotive 


sector also stalled in January, following a surge of Total Retail Sales (S.A.) 22,550 -0.0 6.7 


activity in December. Food 4856 40° 0.4 
: : : : Drug Stores 1,130 0.3 2.6 

* Offsetting these declines were gains in general " 
merchandise, furniture and clothing stores. Ciothing 1242 als 8 
Furniture 1,218 21.2 7414 
* Despite the sluggish January results, high levels of Automotive 9,067 00 122 


consumer confidence and a strong rise in disposable 
income in the last half of 1999 bode well for increased 
consumer activity in the coming months. 


General Merch. Stores 2,582 3.8 Bel. 
All other Stores 2,455 1.8 5.3 
Total ex. motor vehicles 16,366 -0.2 5.0 


Consumer Credit 174,992 1.1 10.2 


(unadjusted) 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 
1998 


Real Consumer Spending and Attitudes 


Index (1994Q1=100) 1991=100 
150 


1999 


160 


Real Consumption (92$) 485,906 501,227 503,948 508,636 giTotal Spending (L) 
% change 2.8 3.2 3.9 3.8 440 ..—-Durable.Goods (L) Ah 
Durable Goods 66,801 e ,628 72,896 74,036 = Consumer Attitudes* (R) 
% change 6.3 7.2 15.9 =) See 
Semi-Durable Goods 46,526 47,806 48,212 48,056 . 420 
% change 4.9 2.8 4.5 -1.3 WAG 
Non-Durable Goods 119,521 121,761 121,860 122,900 
9 100 
% change 1.0 1.9 1.5 225 | 440 
Services 253,058 260,032 260,980 263,644 
% change 23 28 1.9 4.1 ei i | 80 
Disposable Income 552,778 572,101 575,448 582,692 ‘ [| | we 
y 54. 
% change : 3.4 35 4.9 ‘ ane 23 41 23 4 us ‘i dat aS ‘i 
Saving Rate (%) 2.3 1.4 44 1.1 
Debt-to-Income Ratio (%) 98.3 99.9 99.9 99.9 *Conference Board of Canada 
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‘THE ECONOMY 


Business Investment in Plant and Equipment 


Business investment rebounds in the fourth _ !nvestment in Plant and Equipment 


Index (1991Q1=100 % 
quarter... Z1gheeen ) ae 
== Machinery & Equipment (L) | 
| 
| 
| 
| 


195 -—Non-Residential Construction (L) 


* Growth in business investment soared by 17.9% (annual eR 
Capacity Utilization (R) 


rate) in the fourth quarter, following a pause in the 
previous period. This advance was led primarily by a 
29.1% surge in M&E spending, with notable investments | 
in. computers, transportation equipment and | 
telecommunications equipment. 


90 


e Non-Residential Construction also picked up, rising 9.3% 
in the fourth quarter. Strong growth in engineering 
construction was partly offset by a slight decline in 
building construction. | 


75 ea ea A see aes OA RR i ET Repos BQ 
1991 1992 1993 1994 1995 1996 1997 1998 1999 


...and available data point to further gains Cornorcie Brotite’& Bucingestccntidcncan 


5 Index, 1991=100 % of GDP 4 


¢ Several key indicators point to a strong investment 2 


outlook for 2000. Corporate operating profits rebounded 
strongly in 1999, contributing to a steady rise in business 150 
confidence over the course of the year. And, capacity 
utilization is at its highest rate in over ten years. 


&3Corporate Profits as % of GDP (R) 
== Business Confidence® (L) 


125 


¢ Available data early in the new year are mainly positive. 
After a healthy increase in December, imports of M&E 
rose a further 1.2% in January. Construction activity in 


ee 8 ) iouaill UULULL J l 
the non-residential building sector also strengthened in 75 : Ce pees et Rae 
January 1991 1992 1993 1994 1995 1996 1997 1998 1999 


*Conference Board of Canada 


100 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1998 1999 1999 Q1 1999 Q2 1999 Q3 1999 Q4 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 64,701 74,357 68,924 74,380 74,600 79,524 
% change 9.5 14.9 10.1 35.6 1.2 294: 
Non-residential Construction (19925) 39,110 A214 39/012 39,896 a0.28° AN AS2 
% change 0.1 2.8 9.4 3:3 3.6 9.3 
Capacity Utilization (%, Non-farm goods) 83.3 84.8 83.3 83.5 85.5 86.8 
Capacity Utilization (Mfg. sector) 83.8 85.7 84.0 84.2 86.7 87.8 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 132,032.0 158,142.0 144,828.0 149,124.0 162,940.0 175,676.0 
% change -9.6 19.8 20.7 12.4 42.5 35:1 
Profits - Non-financial industries 82,442.0 114,266.0 99,548.0 104,300.0 121,592.0 131,624.0 
% change -9.2 38.6 45.8 20.5 84.7 37.3 
Profits - Financial industries 49,590.0 43,876.0 45,280.0 44,824.0 41,348.0 44,052.0 
% change . =10:1 -11.5 -18.0 -4.0 -27.6 28.8 
Business Credit 686,621.0 716,816.0 708,232.3 709,495.3 120 A003 729,379.0 
% change 9.9 4.4 a) OZ 6.1 BZ 
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THE ECONOMY 
Housing 


The housing market picks up in the 
fourth quarter... 


¢ Business investment in residential construction grew a 
strong 8.1% (annual rate) in the fourth quarter, more 
than twice as fast as in the previous quarter. 


¢ Spending on alterations and improvements 
experienced the greatest surge, combining with strong 
gains in new housing construction to more than offset a 
decline in ownership and transfer costs. 


...contributing to a positive outlook for 2000 


¢ The outlook for the housing sector in 2000 appears 
bright, based on an upturn in consumer confidence and 
early indicators of housing activity. 


¢ Sales of existing homes have risen sharply in the first 
two months of this year. 


¢ With another solid increase in January, residential 
construction has now risen in every month since 
August, and is up 11.0% from last year. 


e And, while new housing starts fell back slightly in March 
from a six-year high in February, they were nonetheless 
up 2.8% overall in the first quarter of 2000. 


¢ Although mortgage rates remain fairly low, the potential 
for higher rates in the future could dampen housing 
demand. 


Real Investment in Residential Structures 
$92 Millions, SAAR (unless otherwise noted) 
1998 


1999 


Residential Construction 41,547 44,248 44,640 45,508 
% change -1.9 6.5 3.9 8.0 
Construction by Business sector 41,422 44,116 44,508 45,384 
% change -1.9 6.5 3.9 8.1 
New Housing 20,695 22,158 22,376 23,052 
% change -3.5 Zl 8.7 12.6 
Alterations & Improvements 13,645 14,415 14,216 14,904 
% change 2.5 5.6 — -4.9 20.8 
Ownership & Transfer Costs 7,207 7,316 8,048 T2352 
% change -5.1 IES) Tel. -22.5 


Housing Activity 
$ Billions 


Residential Construction 
(Left) 


of 


15 


| 14 
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Housing Starts (Right) 


rarer Ped tee feb ddotatd dtl a kttab a attatd tattobtdtbtt inn TB 
1995 1996 1997 1998 1999 2000 | 


Units (000s) 
200 


175 


150 


125 


100 | 


Monthly Housing Indicators 
levels 


Residential Construction (1) 14,930 
($92M, factor cost basis) 


Building Permits, $M (2) 1,699 
pion ee otal Homes (2) 19,583 
Housing Starts, # of units (3) 166,100 
Newfoundland 1,300 
Prince Edward Island 700 
Nova Scotia 4,500 
New Brunswick 2,100 
Quebec 21,800 
Ontario 78,400 
Manitoba 1,600 
Saskatchewan 2,000 
Alberta 20,900 
British Columbia 10,700 


Change since 
last last 
month year 


2.4% 11.0% 


“7.17% 13.8% 


550 
-1,900 15,500 
-900 . -1,400 
200 600 
900 2,200 
200 100 
0 4,200 
-1,600 15,800 
800 -900 
500 -700 
2,100 3,100 
-4,100 -7,000 


1 - January data; 2 - February data; 3 - March data. 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


% change, SAAR 
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15.1 
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Growth in Real Residential Construction 
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THE ECONOMY 


Trade and Competitiveness 


Rising exports and falling imports... 


Exports surged 4.0% in January, building on an 
increase of 1.7% in the previous month. Almost half of 
this increase is attributable to a rise in auto exports, 
reflecting strong U.S. demand for Canadian-made 
models. Exports of M&E were also up, led by higher 
sales of computers and telecommunications 
equipment. 


Imports decreased 1.8% in January, with notable 
declines in the automotive sector, industrial products 
and energy products. Truck imports fell 13.5% as 
snowstorms and auto parts shortages slowed 
production and delivery of trucks to Canada. Imports 
of crude oil also dropped substantially as higher prices 
curbed energy demand. Higher imports of 
investment-related M&E partly offset those declines. 


...push the trade surplus to a record high 


The combination of higher exports and lower imports 
boosted Canada's merchandise trade surplus to a 
record $4.5 billion in January, surpassing the previous 
record set in 1996. 


Merchandise Trade 


Merchandise Trade Flows and Balance 


Billions Billi 
35.0 $ $ illions 40.0 
| 30.0 
| 7.5 
| Exports (L) 
| 25.0 
Imports (L) 5.0 
20.0 
Trade Balance (R) 
| 2.5 
% | \ | | | 
1994 1995 1996 1997 1998 1999 2000 


| Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 


120 A declining ratio represents improving Canadian competitiveness 
=== Total Economy (L) 
-— Manufacturing (L) 1.1 
[35 Exchange Rate (R) 
100 
0.8 
80 Tc 
1 Be) ll 
: | tel ie) 
89 91 93 95 97 99 e223) 4 1 
| 99 |00| 


Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


January 2000 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
December January 1998 1999 Dec 1999 to Dec 1999 to Jan 1999 to 
1999 2000 Jan-Dec Jan-Dec Jan 2000 Jan 2000 Jan 2000 
Exports 31,893 33,160 322,262 360,599 1,267 4.0 15.1 
to United States 27,287 28,482 269,496 309,665 1,195 44 15.7 
Imports 29,151 28,628 303,402 326,661 -523 -1.8 9.9 
from United States 21,877 21,588 233,635 249,174 -289 -13 6.0 
Trade Balance 2,742 4,532 18,860 33,938 1,790 
with United States 5,410 6,894 35,861 60,491 1,484 
Exports by Commodity 
Agriculture/Fishing Products 2,202 2,183 25,142 25,613 -19 -0.9 4.0 
Energy Products 3,030 3,303 23,902 30,310 273 9.0 82.1 
Forestry Products 3,432 3,530 35,172 38,902 98 29 13.6 
Industrial Goods & Materials 5,125 5,135 57,453 56,942 10 0.2 11.5 
Machinery & Equipment 7,385 7,793 78,823 84,960 408 5.5 13.0 
Automotive Products 8,286 8,777 77,417 96,143 491 5.9 10.0 
Other Consumer Goods 1,153 1,169 12,426 13,591 16 14 0.5 
Imports by Commodity 
Agriculture/Fishing Products 1,499 1,525 17,262 17,637 26 17. “3.5 
Energy Products 1,192 1,047 8,679 40,647 -145 -12.2 73.1 
Forestry Products 237 248 2,499 2,741 11 4.6 17.5 
Industrial Goods & Materials 5,720 5,559 60,286 62,142 -161 -2.8 At 5 
Machinery & Equipment 9,462 9,575 101,303 108,231 113 12 10.9 
Automotive Products 6,620 6,446 66,762 75,902 -174 -2.6 46 
Other Consumer Goods 3,288 3,198 34,575 36,963 -90 -2.7 75 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Employment growth remains strong in 
March... 


¢ Employment increased by 30,000 in March, the 
seventh straight month of solid gains. After posting a 
gain of 427,000 jobs in 1999, employment has risen 
110,000 over the first three months of 2000. 


e All of March's job gains were in full-time employment, 
continuing a trend established since the beginning of 
last year. Full-time employment is up 3.8% over the 
past year, and total hours worked is up 4.3%. 


...but the unemployment rate remains 
unchanged at 6.8% 


¢ Higher employment was matched by a similar rise in 
the labour force, leaving the national unemployment 
rate unchanged at 6.8% for the fourth straight month. 
The current unemployment rate is the lowest since 
April 1976. 


¢ The adult unemployment rate held steady at 5.6% in 
March, and the unemployment rate for youth was 
also unchanged at 13.0%. 


| Employment 


80 Monthly change in thousands 


& 


iw] 
So 


| 


is Shs head Hayseed 
2000 


| 
| 

| 
i ly ih 
| lh | all a 


Unemployment Rate 


% % 
13.0" : 68. 


12.0 


Unemployment Rate (L) 
11.0 


10.0 
66. 
9.0 


8.0 


a Participation Rate (R) 


pads aia 


sal I 


2000 


areyerey PUyNUPevuy eur era yaTety (Peetu Parent up tunt veal, PnYvUreys USUP apn 
1990 1992 1994 1996 1998 


67.0 | 


65.0 


64.0 


0 


Dabour orce trends 9 


Levels 

(in thousands) 1999 2000 2000 
March February March 
Employment 14,401.9 14,827.5 14,857.8 
Full-time 11,743.1 12157.1 12,189.8 
Part-time 2,658.7 2,670.4 2,668.0 
Youth 15-24 2,191.7 2,259.9 2,265.4 
Adult 25+ 12,2102 12,568.0 42,592.5 
Self-employed 2,459.6 2,532.6 2,505.3 
Unemployment 1,232.7 1,079.5 1,086.3 
Unemployment Rate 7.9 6.8 6.8 
Youth 15-24 14.2 13.0 13.0 
Adult 25+ 6.7 5.6 5.6 
Labour Force 15,634.5 45,907.0 15,944.1 
Participation Rate 65.5 65.8 65.9 
Employment Rate 60.3 61.4 61.4 


Change since % Change since 


last last year-to- last last 

month year date month year 

0.2 32 

0.3 3.8 

-0.1 0.3 

0.3 3.4 

0.2 3.1 

-1.1 1.9 

0.6 -11.9 

37.1 309.6 121.8 0.2 2.0 
0.1 0.4 0.3 
0.0 131 0.2 
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LABOUR MARKET TRENDS ! 
Industry Overview Rit 


. Employment by major sector | 
Services lead job growth in March for the Wee penabe oka! 2 
second straight month... | 


| 106 -- == Total 
¢ Employment increased 29,000 in the Services sector | — Goods 
in March. Solid gains in Management, Administrative 104 .. — Services 
& Other Support Services and Trade accounted for 
most of this gain. 402 
* The level of employment in Goods-producing 100 
industries was virtually unchanged in March, the 
second consecutive lackluster performance following a Pr tea ea fe NC ed A Dealers a ae ean Loa 
period of very strong growth extending back to August. ie guees eee Bae 


A modest gain in Manufacturing was largely offset by 
declines in the other major industry groups. 


Employment growth by worker category 


..aS private and public sector employees Marka oss alg 
post gains ae 
110.3 

¢ The number of paid employees in the private sector 

was up 36,000 in March. Though self-employment fell Private 

by 27,000, it remains higher on a year-over-year eee 

basis. Self- 273 

employed -3.7 

* Employment in the public sector increased by 22,000 

in March, extending the strong recovery that has taken Public 

place over the past seven months (adding 88,000 jobs sects 

to the public payroll). m§ month-over-month 


Bi year-to-date 


Industrial Employment Trends 


: Levels Change since % Change since 
Pa snpueands) 1999 2000 2000 last year-to- last last 
March Februa March ear date month ear 
Goods-producing 3,746.8 3,886.1 3,887.4 0.0 3.8 
Agriculture 416.4 400.2 397.8 -0.6 4.5 
Other Primary* 267.8 278.0 214 -0.3 35 
Utilities 416.2 116.9 © 114.3 -2.2 -1.6 
Construction 765.6 825.6 824.3 -0.2 LL 
Manufacturing 2,180.9 2,265.3 2,273.8 0.4 4.3 
Services-producing 10,655.1 10,941.4 10,970.4 29.0 315:3 88.2 0.3 3.0 
Trade 2,235.2 2,292.4 2,307.1 14.7 71.9 35.4 0.6 32 
Transportation TAT 784.2 782.0 -2.2 50.3 17.8 -0.3 6.9 
FIRE* 859.2 861.1 863.7 2.6 4.5 -1.6 0.3 0.5 
Professional/Scientific 899.2 909.4 912.9 3.5 437, -13.6 0.4 1.5 
Management/Administrative 491.5 512-7 528.3 15.6 36.8 10.8 3.0 {2 
Educational Services 967.4 995.9 994.6 -1.3 27.2 7.1 -0.1 2.8 
Health Care/Social Assistance 1,415.4 1,518.4 1,517.7 -0.7 102.3 45.8 -0.0 7.2 
Information/Culture/Recreation 622.1 635.3 638.1 29 16.0 1:9 0.4 2.6 
Accommodation & Food 917.3 965.8 963.9 -1.9 46.6 13.3 -0.2 Bi 
Other Services 734.0 701.2 690.4 -10.8 43.6 -18.5 -1.5 -5.9 
Public Administration 782.0 765.2 771.6 6.4 -10.4 3.8 0.8 -1.3 


*Other Primary: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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| LABOUR MARKET TRENDS 
Provincial Overview 


Ontario and Nova Scotia account for 
most of the national job gain... 


« Although 8 of 10 provinces recorded higher 
employment in March, job gains were led by Ontario 
(+28,000) and Nova Scotia (+4,000). 


e In percentage terms, job growth was also strong in 
PEI and Newfoundland. Employment edged lower in 
Quebec and British Columbia, and all remaining 
provinces registered modest increases on the month. 


..and were the only provinces to record 
lower unemployment rates 


¢ Strong job gains lowered the Nova Scotia 
unemployment rate 0.8 percentage points to 8.9%, its 
lowest rate since 1989. Ontario's unemployment rate 
edged down 0.1 percentage points to 5.6%. 


* The unemployment rate was unchanged in 
Saskatchewan (4.6%) and British Columbia (7.0%). 


¢ Unemployment rates were higher in all other 
provinces, with labour force growth outpacing modest 
job gains. The exception was in Quebec, where 
lower employment and a higher labour force pushed 
up the unemployment rate 0.3 points to 8.6%. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
2000 last month 


March (000's) % 


Canada 146578 . | 303 0.2 
Newfoundland 2053 At 0.8 
P.E.I. 665 | 07 1.1 
Nova Scotia 4209 39 0.9 
New Brunswick 3314. 0.1 0.0 
Quebec $4252 | -5A 0.2 
Ontario e373. 28 0.5 
Manitoba 550.6 1.0 0.2 
Saskatchewan 4012 10 0.2 
Alberta 15683. 28 0.2 
B.C. 10471 33 -0.2 


i 


Hyg 


‘Regional employment patterns 
January 1998 = 100 
Oy — Atlantic 
| — Prairies a ee 
| =B.C. ; 


| 104 


January 1998 = 100 


~~ Quebec 
107 = Ontario 
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Unemployment Rates -- March 2000 


% 
17.8 


Unemployment rate (%) 


Change since Levels Change since 
last year last last 
(000's) % month year 


455.9 
6.7 
§.3 

17.5 
2:0 

114.4 

193.7 
9.5 

14.6 
46.6 
45.2 


3.2 6.8 0.0 -1.1 
3.4 17.8 0.2 -0.3 
8.8 11.6 0.1 -4.1 
4.3 8.9 -0.8 -1.4 
0.8 10.4 0.7 -0.3 
3.9 8.6 0.3 -1.1 
3.4 5.6 -0.1 -1.0 
1.8 5.6 0.3 0.1 
3.1 4.6 0.0 -1.8 
3.0 5.0 0.1 -0.9 
2.4 7.0 0.0 -1.6 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Though inflation rises in March... 


¢ Consumer prices were up 2.7% in February on a 
year-over-year basis, the biggest increase since June 
1995. Higher energy prices, up 19.4% compared to a 
year ago, continue to push up the "headline" inflation 
rate. 


e Prices rose 0.5% in February on a monthly basis, 
spurred by increased costs for fuel oil and gasoline. 
Higher prices for travel services and air transportation 
also contributed to the monthly rise in prices. Lower 
prices for fresh vegetables and fruits partly offset these 
increases. 


..the "core" rate stays well within the 
Official target range 


¢ Excluding energy, food and indirect taxes, the "core" 
rate of inflation was 1.6% in February, remaining in the 
bottom half of the 1%-3% target range set jointly by the 
Bank of Canada and the Department of Finance. 


* Commodity prices increased 26.6% in March ona 
year-over-year basis. Higher prices for energy-related 
commodities — up over 70% compared to last March — 
accounted for much of this increase, but prices for 
non-energy commodities also advanced strongly. 


Consumer Price Index 
% change, year-over-year 


= All items 
— Excluding Food, Energy and Indirect Taxes 


Official Target Range: 1%-3% 
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Commodity Prices ($U.S. basis 


Index, 1982-90=100 


140.0 


120.0 Excluding energy 


aN 
80.0 - wes \ el if 
lax [ r \ a 
=e Energy \ y 
60.0 - gee 
40.0 [eA atgateai salads Teclcskask clsdvatclisaeabesfesteckod uc pndl Pockasfysten qh ety Le Dogtechsstvel hy spies tases iad elie Ge sends) a ostdnlanta tel L en) 
1995 1996 1997 1998 1999 2000 


- Consumer Prices 


February 2000 %, Change since 
Index last last 

(1992=100) month year 

All items CPI 112.0 0.5 21 
Food 110.6 -0.2 0.1 
Shelter 107.4 0.7 2.8 


109.3 0.6 0.7 
105.3 1.0 0.9 
Transportation 128.5 0.9 72 
Health & Personal Care 4114 0.1 4.7 
Recreation, Educ. & Reading 119.9 1.2 27 


Household operations 
Clothing & Footwear 


Alcohol & Tobacco 96.4 0.2 2.9 
Excl. Food/Energy/Indirect Taxes 112.6 0.5 1.6 
Energy 422.1 3.0 19.4 


Commodity Prices (March) 
Index, 1982-90=100 


Excluding Energy 


111.4 0.3 26.6 
112.8 -0.4 11.6 


Energy 1088 916 714 


Provincial CPI Inflation -- February 2000 
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| PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


& \ 


The Bank of Canada raises its key interest rate in March... 


e The Bank of Canada raised its trendsetting Bank Rate by 25 basis points to 5.5% on March 22, the 
second rate hike in just under two months. The Bank's most recent move, aimed at keeping 
inflation within the official 1%-3% target range, follows a similar rise in U.S. rates. 


¢ The increase in the Bank Rate triggered a corresponding rise in the Prime Lending Rate, which 
serves as a benchmark for many consumer lending rates. Indeed, in anticipation of the Bank of 
Canada's widely-expected announcement, short-term interest rates trended up throughout March, 
closing out the month 15 basis points higher than February's close. 


¢ As U.S. rates rose more rapidly than Canadian rates, the gap between Canadian and U.S. short 
term interest rates widened to 72 basis points in Canada's favour by the end of March. 


...but long-term bond yields remain flat 


¢ Except for a small dip in the middle of the month, long term bond yields were generally flat 
throughout March, closing out the month virtually unchanged from February's close at 5.84%. 
However, as U.S. long rates dipped slightly over this period, the gap between Canadian and U.S. 
long bond yields narrowed to 15 basis points. 


Short-term Interest Rates 


90-day Corporate Paper 


10 
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2 Canada 
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Long-term Bond Yields 


MEI! April 2000 


Key Money Market Rates 


(end of 90-day spread i Long spread 


period) Corporate against | Bond against 
Paper U.S. Yield US. 
1998 5.02 0.09 5.23 0.14 
1999 5:27 -0.49 6.23 -0.22 
Oct 1999 5.05 -0.93 6.36 0.03 
Nov §.05 -0.80 6.10 -0.12 
Dec O20 -0.49 6.23 -0.22 
Jan 2000 O25 -0.64 6.27 -0.33 
Feb 6:34 -0.64 5.83 -0.31 
March 5.46 -0.72 5.84 -0.15 
April 5 5.43 -0.74 ahi fS) -0.06 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


eae Canada (daily) iendet Prime 
Canada period) Bank Lending Mortgage Rate 
Rate Rate 1 year 5 year 
6.50 
1998 525 675 620 6.60 
eg tense at 1999 - 5.00 650 7.35 825 
4 
Oct 1999 475° 625 7.35. 8.25 
2 : mc a Nov 500 650. 735 825 
mth Tony Dec 500. 650. 745. 6.25 
0 ES Bollbocte———pe-eoggooiomrragoee oop 8.75 Jan 2000 500 6:50 = 7:60. 8:55 
ai Feb 595 675 760 8.55 
2 TOM IAE Ss Selcn yaelnien ti biadhakieluscalatatwacambandeeonwnnayaasikekleselatinae nae dee keke awed rote ee Le oor é 
1995 199 4997 1998 1999 2000 5 oe Se ees March 5.50 7.00 7.70 8.35 
4 4 <& 
SiCe eee April 5 550 4 700.. 770 8.35 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The TSE 300 hits 1 0,000 late in March, but quickly falls back... 


e The TSE 300 index soared over the first half of March, rising above 10,000 for the first time ever on 
March 24. However, Canadian stock prices erased most of these gains soon thereafter due to a 
steep sell-off in high-tech stocks. The TSE 300 ended March just above 9,400, representing a gain 
of 3.7% over the February close. The late-month sell-off extended over into early April, but some 


of the losses were recouped by April 7. 


¢ The U.S. S&P500 and Dow Jones Industrial Average rebounded from weakness early in the year, 
advancing 9.7% and 7.8% respectively in March. These indices benefited from the extreme 
volatility of high-tech stock prices, which prompted a significant return to more traditional blue-chip 
stocks. This pattern intensified early in April, with the technology-dominated Nasdaq falling sharply 


and blue chip stocks holding firm. 


...aS the dollar recovers from weakness early in the month 


¢ The Canadian dollar declined over much of the month, edging down one full cent to $US 0.6789 on 
March 16, its lowest level in four months. The dollar subsequently recovered most of this fall, 
closing out March at virtually the same level as February's close. 


Canadian dollar 
/ 1992=100 i 
Res $US/$C : agp Canada (daily) 


== versus US dollar (L) 


0.80 ; ——versus.C6 index .(R) 

0.69 
0.75 
0.70 eee 


0.65 
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Stock Market Indices 


42,500 fie = TSE 300 (daily) 
10,200 = 


10,000 
9,800 
9,600 
9,400 
9,200 
9,000 
8,800 
8,600 
8,400 


10,000 
Dow Jones 


Industrial Average 
7,500 ~ 
5,000 


TSE 300 
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The Canadian Dollar 


(close) $us index DM yen 
vs. vs. C6 vs. vs. 
$Cdn (92=100) $Cdn $Cdn 
1998 0.6522 78.71 1.082 75.91 
1999 0.6929 82.67 1.313 69.66 


Oct1999. 0.6797. 8222 1.237 . 71,71 


Nov 0.6782. 8296 1.291 71.29 
Dec 0.6929 8267 1.313 = 69.66 
Jan2000 0.6918 8415 1333 72.77 
Feb 0.6898 8439 1.370 75.43 
March 0.6899 83.84 1.388 72.77 
April 7 0.6862 


Key Stock Market Indexes 
% change from 
March last last 
Close month year 


TSE 300 9,462 3.7 43.4 
Oil & Gas 6,216 13.1 24.8 
Metals & Minerals 3,546 1.6 13.0 
Utilities 16,567 11.5. 21091 
Paper & Forest 5,269 24 36.2 
Merchandising 4,464 -1.2 -20.5 
Financial Services 1,005 7.3 7.7 
Golds 3,964 -6.1 -23.6 

Price-Earnings Ratio* 33.1 0.8 7.2 

S&P 500 1,499 9.7 16.5 

Dow Jones 10,922 7.8 11.6 


*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 
The Federal Reserve boosts interest rates... 


e As expected, the Federal Reserve Board raised its key federal funds rate by a quarter point to 6% on 
March 21. The strong pace of economic growth prompted the Fed to raise rates for the fifth time in 
nine months to prevent the emergence of inflationary pressures. 


¢ Although measured inflation is rising, much of this is due to higher energy prices. Consumer prices 
were up 0.5% in February (3.2% year-over-year), but only 0.2% excluding food and energy. 


..as the US economy continues to expand at a fast pace 


¢ Final estimates indicate that real GDP increased 7.3% (annual rate) in the fourth quarter of 1999, the 
strongest quarterly growth rate in almost 16 years. Stronger consumer spending, inventory 
investment and exports were the main contributors to this robust performance. Overall in 1999, the 
U.S. economy grew by 4.2%, the third straight year in which growth exceeded 4%. 


¢ U.S. employment rose 416,000 in March, following an increase of only 7,000 in February. This 
larger-than-expected gain reflects in part an unusual five weeks between survey periods, and was led 
by Business Services, Government (due to the hiring of temporary census workers), and a 
weather-related rebound in Construction. Despite the solid rise in employment, the unemployment 
rate was unchanged at 4.1%. 


e After narrowing in December, the U.S. trade deficit soared to a record $28 billion in January. This 
increase was fuelled by higher imports (+1.7%) and lower exports (-1.8%). 


U.S. Real GDP Growth | U.S. Non-farm Payrolls 
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‘COMING UP 
Key Future Data Releases and Planned Events 


CANADA 

ONSUINE Is NIC CHING Cc MOL Cente ce. ccc set .cs dee ssntca noapeadenrectrrarces April 17 
Survey of Manufacturing — Februatry ..............:cccssceeseeessneersresseseeeens April 18 
Internationals Wa Sie DIUM cee reettnetnsenetecacesteauess.evesscneeneancmnese<acenest April 19 
GDR AAC COSt— eC OMUANY er ee ae oe essen venteagsasevsadeaeepescsesatevecever April 28 
BUSINGSS COMGIMOMSISUIVE Va ADI erccins:c-zcetuccssedecwsaccarsctcaneroesecnenensce May 2 

abou mRORCS SUBVCV— ADMiereigttcesssss.-cts-csccacentcerenerdnensceedencdecenonvaus May 5 

National Economic & Financial Accounts — 1st Quarter 2000 ............ May 31 
Balance of International Payments — 1st Quarter 2000 ............ eee May 31 
Capacity Utilization Rates — 1st Quarter 2000 ........ sees eeeteteseeteeees June 7 
Financial Statistics For Enterprises — 1st Quarter 2000 ...............:0 June 9 
Private and Public Investment Intentions — 2000 (revised) .............. July 19 


UNITED STATES 


Consumer Price Index — March .............:ccccccsscecsccsssseeeeeeeseeeceneeeeansecess April 14 
International Trade — February ..................::::seseseesesteeeeeeeeeeetereeteeenenens April 19 
GPP—MHstQuarter 2000, AVANCE 2...............ccsansssscsseceesteescesnessoonemnmen April 27 
Employment Situation — April .........:ceeseeseeseesseeseeeseeneeeneetneetseeteeeeesens May 5 

Federal Open Market Committee MEetING .......... cece etre ttetteeess May 16 


Note: the April MEI uses data available as of April 7, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS : 
a er a ae a % Change since 
; ; : ' last _—ast 
W Though job growth stalls in April, the month year 
national unemployment rate holds Rea ane ($92 B) 1908 we 3.8 Eee, 
0 oods 57. 1.15 5.6 Feb. 
steady at 6.8%. Services 509.4 0.0 3.0 Feb. 
Composite Index 160.1 1.1 7.9 Mar. 


W Declining auto production leads to 
Employment (0000's) 14,863 0.0 2.9 Apr. 


lower output in February, the first drop Full-time 12461 2 34 Apr. 

in nineteen months. Part-time 2,702 1.3 1.9 Apr. 

Unemployment* (%) 6.8 6.8 8.2 Apr. 

' : Youth* 12.9 13.0 15.3 Apr. 

WW Canada's trade surplus edges down in ee 56 56 67 Apr. 
February from a record high in the 

previous month. CPI inflation* 3.0 2.7 1.0 Mar. 


Retail Sales ($M) 22,273 -1.1 4.9 Feb. 
¢ : Housing Starts (000’s) 158.3 -5.4 9.5 Apr. 
ae Surging energy prices push up 


illed over into other areas of the Expo geolr 2 e e 
Spl e Imports 28.355 42 77 Feb. 
economy. M&E 9,255 -3.3 2.2 Feb. 

, eae 2 3-mth Corp. paper* (%) 5.71 5.46 4.80 May 3 

W Interest rates trend up in anticipation of Long bond yield" (%) 587 §.84 5.41 May3 


a rate hike by the Bank of Canada. Canadian dollar* (US¢) 67.12 67.56 68.63 May 5 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The ME! does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 
Real GDP by Industry 


Economic activity slows in February... 


¢ Real GDP at factor cost fell 0.4% in February, ending a record string of consecutive advances at 
18 months. A broad-based decline in manufacturing output was the main factor behind the 
slowdown, which came on the heels of three months of strong growth. 


...led by a drop in auto production 


* Goods production fell 1.1% in February, with a decrease in Manufacturing output accounting for 
nearly all of the monthly shortfall. Lower auto production was chiefly responsible for this decline, 
although output in several other manufacturing categories also receded. Elsewhere in the goods 
sector, a decline in Construction activity was balanced by advances in Utilities output, which 
received a boost from colder-than-usual temperatures. Mining output advanced for the fourth 
consecutive month, on the strength of natural gas production and metal mining. 


* Output in Services industries was little changed in February, as a surge in stock market-related 
activity in the financial sector helped offset declines in other sectors. Apart from the financial sector, 
Business Services recorded a sizeable advance, helped by strong gains at computer consulting and 
architectural, engineering and scientific firms. The largest setback occurred in Wholesale and Retail 
Trade, both held back by a slowdown in auto sales. 


Real GDP at Factor Cost 
4.5 % change 


Composite Leading 
Indicator 


Real GDP by major sector 
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Real GDP at Factor Cost (1992 dollars) 


February 2000 


Total Economy 


Business sector 


Goods 
Agriculture 
Fishing & Trapping 
Logging & Forestry 
Mining” 
Manufacturing 
Construction 
Other Utilities 


Services 


Transport & Storage 


Communications 
Wholesale Trade 
Retail Trade 


Finance & Insurance 
Real Estate & Ins. Agent 


Business services 


Government services 


Education 


Health & Social Services 
Accommodation & Food 


Other 


monthly % Change since last 
$ millions change month year 


766,805 2,975 0.4 3.8 
637,164 -3088  -0.5 4.5 
257,409 2820 | AA 5.6 
13,581 44. 03 2.5 
774 “8. 23 37 
4,550 146s -3.1 3.3 
28,262 05. 03 6.8 
139,554 2704 19 47 
43,836 1907 07 72 
26,852 324, 42 8.7 
509,396 155 ~—--0.0 3.0 
35,777 a5. 1. 02 3.9 
27,884 70° 1038 6.8 
45,970 602 9 18 15 
47,431 166 AS 3.3 
43,298 6045 44 7.4 
80,311 107. 04 22 
45,612 301 07 8.0 
46,016 110 02 22 
40,510 22 04 0.3 
47,088 -78 02 -0.4 
19,522 37 2302 -0.8 
29,977 452 04 1.6 


*Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 


(a ener TT TIT AI TS ELI ET TT) 


Consumer Spending and Attitudes 


Consumer spending remains strong in Total Retail and Motor Vehicle Sales | 

the fourth quarter... | 23.0 SSstons Te 

e Real consumption rose 3.8% (annual rate) in the fourth raat Total Sales (Left an 
quarter, just slightly below the previous quarter's pace. | 21.0 ‘ 

* Gains in consumer spending were led once again by oe 5.5 
durable goods. Sales were also boosted by Y2K 49.0 


Motor Vehicle Sales 


celebrations and possible stockpiling in anticipation of fit 
ig 


Y2K-related disruptions. : 18.0 


4.8 


L 


...but slows in the new year | ie Herne nb aio Se) aay 


* Retail sales declined by 1.1% in February after 
remaining unchanged from December to January. 
Sales were down in all trade groups but Food, which 
resumed an upward trend following the unusual % Change since 
Y2K-related sales patterns (high sales in December a last —_last 
followed by a contraction in January). Stine month. yee 


Retail Sales and Consumer Credit 
February 2000 


Total Retail Sales (S.A.) 22,273 -1.1 49 
* The automotive sector recorded the largest drop in Food 4.949 18° 39 
retail sales. Other notable setbacks were in the general 


: : ; : Drug Stores 1,109 -1.1 -0.4 

merchandise, furniture and clothing categories. : 
Clothing 1,220 -1.3 2.5 
* Despite the second month of sluggish results, levels of Furniture 4,207 2; =1.0) 0 AOA 
consumer confidence remain high. Moreover, early Automotive 8,853 -2.5 73 
indicators of auto sales for March are positive, and General Merch. Stores 2,550 45 48 

A 2 ; te) 

retail sales are generally trending higher, up 4.9% ona All other Stores 2.387 43 34 


year-over-year basis in February. 
Total ex. motor vehicles 16,455 0.4 6.2 


Consumer Credit 179,877 1.4 42.7 
(unadjusted) 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 
1998 


Real Consumer Spending and Attitudes 


Index (1994Q1=100) 1991=100 
0 160 


1999 


Real Consumption (92$) 485,906 501,227 503,948 508,636 


£3Total Spending (L) 


% change 2.8 82 3.9 3.8 440 ---=Durable.Goods (L) 
Durable Goods 66,801 71,628 72,896 74,036 Sei senor Atttadee IR) 140 
% change 6.3 7.2 15.9 6.4 an 
Semi-Durable Goods 46,526 47,806 48,212 48,056 120 
% change 4.9 2.8 4.5 2139 | 409 
Non-Durable Goods 119,521 121,761 121,860 122,900 
% change 1.0 1.9 1.5 20) | si5 AAS 
Services 253,058 260,032 260,980 263,644 | 
% change 23 2.8 4.1 oe | | 80 
Disposable Income 552,778 572,101 | 575,448 582,692 | | ll Pa 
% change 3.4 3.5 4.9 5.1 1234123412341234123412341 
Saving Rate (%) 2.3 1.4 11 14 [B40 YF 205.78] MBE Neils". 97 98 99 pg 
Debt-to-Income Ratio (%) 98.3 99.9 99.9 99.9 *Conference Board of Canada 
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THE ECONOMY 


‘Business Investment in Plant and Equipment 


Business investment rebounds in the fourth 


quarter... 


Business investment soared 17.9% (annual rate) in the 
fourth quarter, following a pause in the previous period. 
This advance was led primarily by a 29.1% surge in M&E 
spending, with notable investments in computers, 
transportation equipment and telecommunications 
equipment. 


Non-Residential Construction also picked up, rising 9.3% 
in the fourth quarter. Strong growth in engineering 
construction was partly offset by a slight decline in 
building construction. 


...and further gains appear likely 


Several key indicators point to a strong investment 
outlook for 2000. Corporate operating profits rebounded 
strongly in 1999, contributing to a steady rise in business 
confidence over the course of the year. And, capacity 
utilization is at its highest rate in over ten years. 


Available data for the first quarter are mainly positive. 
Non-residential Construction activity in January and 
February was 2.6% higher than the fourth quarter 
average. And while imports of M&E dropped in February, 
this follows healthy increases in the previous two months. 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1998 1999 
BUSINESS INVESTMENT 

Machinery & Equipment (1992S) 64,701 . 74,357 
% change 9.5 14.9 
Non-residential Construction (1992$) 39,110 40,217 
% change 0.1 2.8 
Capacity Utilization (%, Non-farm goods) 83.3 84.8 
Capacity Utilization (Mfg. sector) 83.8 85.7 

CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 132,032.0 158,142.0 
% change -9.6 19.8 
Profits - Non-financial industries 82,442.0 114,266.0 
% change -9.2 38.6 
Profits - Financial industries 49,590.0 43,876.0 
% change -10.1 -11.5 
Business Credit 686,621.0 716,816.0 
% change 9.9 4.4 


Investment in Plant and Equipment 
Index (1991Q1=100) % 
215 100 
= Machinery & Equipment (L) 
—Non-Residential Construction (L) i 
Capacity Utilization (R) 90 
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Corporate Profits & Business Confidence | 
Index, 1991=100 % of GDP 
475 


12 
Corporate Profits as % of GDP (R) 
= Business Confidence* (L) 
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*Conference Board of Canada 


1999 Q1 1999 Q2 1999 Q3 1999 Q4 
68,924 74,380 74,600 79,524 
10.1 35.6 12 29.1 
39,572 39,896 40,248 41,152 
9.4 3.3 3.6 9.3 

83.3 83.5 85.5 86.8 

84.0 84.2 86.7 87.8 
144,828.0 149,124.0 162,940.0 175,676.0 
20.7 12.4 42.5 35.1 
99,548.0 104,300.0 121,592.0 131,624.0 
45.8 20.5 84,7 37.3 
45,280.0 44 824.0 41,348.0 44,052.0 
-18.0 -4.0 -27.6 28.8 
708,232.3 709,495.3 720,157.3 729,379.0 
3.3 0.7 6.1 5.2 
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THE ECONOMY 


Housing 
Housing Activity | 
The housing market picks up in the | $Bilions SSC nts (000s) 
fourth quarter... ? Residential Construction : 
14 tesa 175 
| ud 
e¢ Business investment in residential construction grew a its 150 
strong 8.1% (annual rate) in the fourth quarter, more 12 
than twice as fast as in the previous quarter. 5 Wee 
| Housing Starts (Right) 400 
¢ Spending on alterations and improvements ie 
experienced the greatest surge, combining with strong Q be ianttlddeinebinaehiadiiniinniibicidadhdbdbabsb dbl 
gains in new housing construction to more than offset a 1005 pees Un meee! 5 Olea 
decline in ownership and transfer costs. 
Monthly Housing Indicators 
a A Change since 
...and holds its strength in 2000 uci Aas last 
month year 
* The outlook for the housing sector in 2000 remains Residential Constmiction() | 1408 oe 
S : ; ($92M, factor cost basis) 
bright, despite expectations of further mortgage rate 
hikes. Building Permits, $M (2) 1,853 11.1% 10.9% 
* Residential building permits rose 11.1% in March, me ee et Ole 41,180 
rebounding from two straight monthly declines: In Housing Starts, # of units (3) 158,300 -9,000 13,700 
addition, despite a setback in February, the average Newfoundland 4,400 400 0 
level of activity in Residential Construction for January Prince Edward island 200  -400 ~—--100 
and February is 3.2% higher than in the fourth quarter. Nova Scotia 3,000 -1,500  -900 
New Brunswick 1,900 -200 400 
* Sales of existing homes remain strong, having risen Oluebec 19,400 -2,400 -200 
sharply in the first three months of the year. Housing Ontario 70,500 -7,900 9,500 
starts fell back slightly in April after rising 4.8% in the Manitoba 4,800 200 ~—--800 
first quarter of 2000. Saskatchewan 1,600  -400 -700 
Alberta 21,300 400 4,000 
British Columbia 13,900 3,200 2,000 
4 - February data; 2 - March data; 3 - April data. 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 
Real Investment in Residential Structures Growth in Real Residential Construction 
$92 Millions, SAAR (unless otherwise noted) % change, SAAR 
1998 1999 
12.6 
Residential Construction 41,547 44,248 44,640 45,508 
% change -1.9 6.5 3.9 8.0 
Construction by Business sector 41,422 44,116 44,508 45,384 
% change -1.9 6.5 3.9 8.1 
New Housing 20,695 22,158 22,376 23,052 
% change -3.5 Tt 8.7 12.6 
Alterations & Improvements 13,645 14,415 14,216 14,904 
% change 25 5.6 -4,9 20.8 
Ownership & Transfer Costs 7,207 7,316 8,048 7,552 “15.1 
% change 61 1.5 Tocca ese aya 9 as) eae 
| 98 | 99 
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THE ECONOMY 


‘Trade and Competitiveness 


Trade activity declines in February \Merchandise Trade Flows and Balance 
te $ Billions $ Billions 
35.0 10.0 
¢ Exports dropped 2.6% in February, partly offsetting | 
a sharp gain in the previous month. Most of this fall 30.0 
can be traced to lower exports of Automotive | Exports (L) tie 
Products, which fell by 14.1%. A slowdown in auto 25.0 
production was chiefly to blame, as U.S. demand for | Imports (L) 
Canadian-made models remains strong. Rising . 
5 Si 20.0 
crude oil prices drove up exports of Energy Trade Balance (R) 
Products for the fourth straight month. A 
| 15.0 ; 
* Imports were down 1.2% in February, the second lh | by ly il | | 
drop in as many months. Imports of M&E fell 3.3%, 40.0 | | | 0.0 
driven by lower imports of telephone and 1994 Bp 1095-5) 1990 'p 198 28 ee 
telecommunications equipment and compressors. 
Imports of Energy Products were boosted by higher Canada-U.S. Unit Labour Cost Ratios 
oil prices and large volumes of kerosene imports. 429 ULC Ratios (1992=100) $US per $C 
A declining ratio represents improving Canadian competitiveness 
...pbut Canada's trade surplus remains high ma te a Amal 
930 ES Exchange Rate (R) 
¢ As the fall in exports exceeded the drop in imports, | 
Canada's merchandise trade surplus fell to $4.0 billion a 
in February. Although down from January's record 80 , 
level of $4.5 billion, this still remains the second ) — 
highest surplus seen since 1996. | | | | 1A 
60 Eea.E | i i L | | L | il 0.6 
89 91 93 95 97 99 182) 3:4) 4 
| 99 (00 | 
Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


February 2000 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
January February 1999 2000 Jan to Jan to Feb 1999 to 
2000 2000 Jan-Feb Jan-Feb Feb 2000 Feb 2000 _ Feb 2000 
Exports 33,191 32,317 874 -2.6 12.9 
to United States 28,504 27,471 -1,033 -3.6 13.0 
Imports 28,688 28,355 +333 =1.2 rev 
from United States 21,568 21,291 -277 -1.3 5.6 
Trade Balance 4,503 3,962 -541 
with United States 6,936 6,180 -756 
Exports by Commodity 
Agriculture/Fishing Products 2,201 2,139 4,224 4,340 -~62 -2.8 0.7 
Energy Products 3,311 3,761 3,593 7,072 450 13.6 111.4 
Forestry Products 3,567 3,416 6,196 6,983 -151 4.2 10.6 
Industrial Goods & Materials 5,081 5,187 9,338 10,268 106 2:1 9.6 
Machinery & Equipment 7,750 U,719 13,633 45,525 25 0.3 15:5 
Automotive Products 8,878 7,626 15,898 16,504 -1,252 -14.1 -3.7 
Other Consumer Goods 1,163 4,166 2,291 2,329 3 0.3 3.4 
Imports by Commodity 
Agriculture/Fishing Products 1,518 1,487 2,902 3,005 -31 -2.0 41 
Energy Products 1,182 1,332 1,252 2,514 150 12.7 105.9 
Forestry Products 246 237 432 483 9 -3.7 72 
Industrial Goods & Materials 5,530 5,564 9,930 11,094 34 0.6 125 
Machinery & Equipment 9,570 9,255 17,686 18,825 -315 -3.3 2.2 
Automotive Products 6,410 6,336 42,205 42,746 -74 -1.2 4.9 
Other Consumer Goods 3,187 3,099 5,991 6,286 -88 -2.8 25 
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LABOUR MARKET TRENDS 
‘Employment and Unemployment 


| Employment 
Employment growth slows in April... eo, Se eee eae 


* Employment edged up by only 5,000 in April, a 
considerable slowdown in job creation following | 
average gains of 45,000 in the previous seven 
months. 4 


°o 


e In areversal of recent trends, all of April's job gains 


i] 
o 


were in part-time employment (+34,000), with the 


number of full-time positions falling 29,000. Still, fl i | I ih 
full-time employment has increased at a faster pace | i TTT | = ie 


tin 


0 
than part-time work over the past 12 months (3.1% | 
versus 1.9%). Total hours worked is up 2.9% over | 
this same period. eaoaniee eral ae 1950 $A) wale, GieZO0IN) 
...but the unemployment rate holds 
steady at 6.8% Vaemeemen Rate - 
13.0 * 68.0 
¢ Although employment growth stalled in April, a slight AY 
drop in the labour force helped keep Canada's 
unemployment rate unchanged at 6.8% for the fifth ae Perey ene net (oes 
straight month. The national unemployment rate is the 
lowest since April 1976. aa 
66.0 
* The adult unemployment rate held steady at 5.6% in 9.0 
April. Modest job gains lowered the unemployment 
rate for youth by 0.1 percentage points to 12.9% on 8.0 ah 
the month. ay Participation Rate (R) 
6.0 IPRUPEPUT TPT PIV PCPI PVT PUVOUPTO CUNT PPT TN YOUN FUyITRnrirag (evurCrrurty CUniruntrnis Creu nr uraT) Centon CL CeCe Sra 64.0 
1990 1992 1994 1996 1998 2000 
Labour Force Trends po 
Levels Change since % Change since 
(in thousands) 1999 2000 2000 last last —_—-year-to- last last 
April March April month year date month year 
Employment 14,448.8 14,857.8 14,862.6 4.8 413.8 115.1 0.0 2.9 
Full-time 11,796.9 12,189.8 12,160.9 -28.9 364.0 65.5 -0.2 3.1 
Part-time 2,651.9 2,668.0 2,701.7 33.7 49.8 49.6 1.3 1.9 
Youth 15-24 2,188.6 2,265.4 2,272.4 7.0 83.8 18.3 0.3 3.8 
Adult 25+ 12,260.2 12,592.5 12,590.2 -2.3 330.0 96.9 -0.0 27 
Self-employed 2,471.0 2,505.3 2,408.1 -97.2 -62.9 -100.9 -3.9 -2.5 
Unemployment 1,282.2 1,086.3 1,079.3 -0.6 -15.8 
Unemployment Rate 8.2 6.8 6.8 
Youth 15-24 15.3 13.0 12.9 
Adult 25+ 6.7 56 5.6 
Labour Force 15,731.0 15,944.1 15,941.9 -2.2 210.9 119.6 -0.0 1.3 
Participation Rate 65.8 65.9 65.8 -0.1 0.0 0.2 
Employment Rate 60.5 61.4 61.4 0.0 0.9 0.2 
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LABOUR MARKET TRENDS 
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Industry Overview 


Job growth is weak in both the Goods and 
Services sector... 


Employment edged up by 5,000 in the Goods sector in 
April. Modest gains in Manufacturing and Natural 
Resource-based industries were largely offset by 
losses in Agriculture and Construction. 


Employment was flat in the Services sector. Health 
Care & Social Assistance posted a notable advance, 
bringing gains over the past 12 months to 99,000 
(one-third of these in hospitals). Although job losses 
were registered in Trade and Educational Services, 
employment in both these industries is up strongly on a 
year-over-year basis. 


..as private employees post most of the 
gains 


The number of paid employees in the private sector 
rose 100,000 in April, while self-employment fell by 
97,000. 


Statistics Canada has noted that the inclusion of a 
supplementary survey on self-employment in the April 
survey may have affected self-employment data, 
leaving the total employment picture unchanged. 


Industrial Employment Trends 


eo tousands) 4999 coger 2000 
April March April 

Goods-producing 3,753.4 3,887.4 3,892.1 
Agriculture 417.6 397.8 385.7 
Other Primary* 266.9 217.4 284.6 
Utilities 115.4 114.3 115.0 
Construction 769.6 824.3 820.5 
Manufacturing 2,183.8 2,273.8 2,286.3 
Services-producing 10,695.4 10,970.4 10,970.4 
Trade 2,243.1 2,307.1 2,294.1 
Transportation 135,0 782.0 784.9 
FIRE* 857.7 863.7 860.4 
Professional/Scientific 903.1 912.9 916.2 
Management/Administrative 505.9 528.3 538.9 
Educational Services 969.0 994.6 982.4 
Health Care/Social Assistance 1,429.6 abo PAA 1,528.9 
Information/Culture/Recreation 622.4 638.1 637.3 
Accommodation & Food 920.2 963.9 967.0 
Other Services 730.1 690.4 682.9 
Public Administration 779.3 771.6 TILE 


*Other Primary: Forestry, Fishing, Mining, Oil & Gas; Trans 


0.0 
-13.0 
29 
-3.3 
3.3 
10.6 
-12.2 
11:2 
-0.8 
31 
7.5 
6.1 
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404 7 Services 
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| 1998 


‘Employment by major sector 


2000 


April 2000 (thousands) 


Total 


Private 
employees 


-97.2 
-100.9 


Self- 
employed 


Public 
sector 


Employment growth by worker category 


@ month-over-month 
@Byear-to-date 


182.4 


Change since 
last year-to- last 
ear date month 
0.1 
-3.0 
2.7 
0.6 
-0.5 
0.5 
275.0 88.2 0.0 
51.0 22.4 -0.6 
49.9 20.7 0.4 
2.1 4.9 -0.4 
13.1 -10.3 0.4 
33.0 21.4 2.0 
13.4 -19.3 1.2 
99.3 — 57.0 0.7 
14.9 14 -0.1 
46.8 16.4 0.3 
47.2 -26.0 -1.1 
-1.6 9.9 0.8 


portation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 


% Change since 


last 
ear 


3.7 
-7.6 
6.6 
-0.3 
6.6 
4.7 
2.6 
2.3 
6.8 
0.3 
1.5 
6.5 
1.4 
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| LABOUR MARKET TRENDS | , 
Provincial Overview } 


Quebec and Manitoba lead April job Regional employment patterns 
gains... | January 1998 = 100 
2 : ape — Atlantic 
e Seven of the ten provinces posted increases in | Bete . = aes 
employment in April, led by Quebec and Manitoba. 104 =B:C. hee cGy 


¢ Saskatchewan, Alberta and British Columbia were the | 101 
only provinces in which employment fell on the month. 


QR neta tete cctesncnecbsnephancenne eel anteentienedsendenebensed ror dineediasedinrkeceh acd ake! 
1998 1999 2000 


...but unemployment rates are little _ 
changed in most provinces | 110 ey 
: ~~ Quebec 
¢ The biggest drop in provincial unemployment rates was ie: Sereda 
in Newfoundland. Job gains coupled with a declining 4104 
labour force lowered this province's unemployment 
rate by 1.0 percentage points to 16.8%, still the highest 104 
in Canada. 
Gland bt erndnntnolnmtenedenneeinntensanediibannsRecnshncshaiss Manabe dave 
1998 1999 2000 


e Job gains in Manitoba and Nova Scotia also led to 
sharp drops in these provinces’ unemployment rates. 
The Nova Scotia unemployment rate (8.4%) is a 
24-year low. 


| Unemployment Rates -- April 2000 


¢ In British Columbia, job losses were offset by an even 
bigger decline in the labour force, resulting in a slight 
drop in its unemployment rate. 


¢ Job losses led to higher unemployment rates for 
Saskatchewan and Alberta. Unemployment rates rose 
in both Quebec and New Brunswick despite solid job 
gains, due to even bigger jumps in the number of job 
seekers. 


Provincial Employment and Unemployment Trends 
Employment (thousands) 


Unemployment rate (%) 


Levels Change since Change since Levels Change since 
2000 «9 ~—« astmonth last year last last 


(000's) % (000's) % month year 


Canada 4ag626 = 48 00° | 4138 2.9 6.8 0.0 AA 
Newfoundland 206.1 0.8 0.4. | 7.6 3.8 16.8 AD <4 
P.E.I. 65.7 0.2 03°) 4.7 TZ 11.6 0.0 -3.8 
Nova Scotia 4230 | 2A 0575 13.6 3.3 8.4 -0.5 -0.8 
New Brunswick 333.10 17 05 7 54 1.6 10.5 0.1 -0.2 
Quebec 34351. 9.8 03 1005 3.0 8.8 0.2 43 
Ontario S66 8 28 00 | 1778 3.1 5.5 0.1 15 
Manitoba 5559 5.3 10 | 154 2.8 5.0 -0.6 0.8 
Saskatchewan 4680 | 32 07 | 106 2.2 4.8 0.2 1.6 
Alberta 15836 A 03 2. 40.1 2.6 5.1 0.1 -0.8 
B.C. 49375 | 8.6 05 6 383 2.0 6.9 0.1 1.9 
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PRICES and FINANCIAL MARKETS 


Higher prices for energy boost inflation up 
in March... 


¢ A solid 22.4% increase in energy prices drove up 
inflation to 3.0% in March, its largest year-over-year 
increase since December 1991. 


¢ Ona monthly basis, prices rose by 0.7%, also the 
biggest increase since 1991. This increase was driven 
largely by higher gasoline prices, but higher costs for 
women's clothing and travel tours also contributed. 
Lower prices for fuel oil — the first decrease in a year — 
and fresh fruits partly offset these increases. 


..Dut the "core" rate remains within the 
official target range 


¢ Higher energy prices have not spilled over into other 
areas of the economy. Excluding energy, food and 
indirect taxes, the "core" rate of inflation was 1.5% in 
March, within the bottom half of the 1%-3% target 
range set jointly by the Bank of Canada and the 
Department of Finance. 


* Ona year-over-year basis, commodity prices rose 
20.1% in April. This increase was driven by higher 
energy prices, which advanced 42.7%, but also higher 
prices for non-energy commodities. 


Consumer Price Index 


A % change, year-over-year 


=All items 
Excluding Food, Energy and Indirect Taxes 
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| Commodity Prices ($U.S. basis 
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Consumer Prices 


March 2000 % Change since 
Index last last 

(1992=100) month year 

All items CPI 112.8 0.7 3.0 
Food ee 0.5 0.4 
Shelter 107.5 0.1 2.9 
Household operations 109.7 0.4 0.9 
_ Clothing & Footwear 106.5 41 0.3 
Transportation 131.1 2.0 8.1 
Health & Personal Care 111.0 -0.1 1.6 
Recreation, Educ. & Reading 120.8 0.8 3.0 
Alcohol & Tobacco 96.7 0.3 32 
Excl. Food/Energy/indirect Taxes 113.0 0.4 120) 
Energy 127.0 4.0 22.4 

Commodity Prices (April) 

Index, 1982-90=100 108.3 -3.0 20.1 
Excluding Energy 113.1 0.3 11.6 
Energy 99.3 -9.3 42.7 


Provincial CPI Inflation -- March 2000 
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PRICES and FINANCIAL MARKETS 
‘Short-term and Long-term Interest Rates 


Short term interest rates trend up in April... 


* Short-term interest rates rose steadily throughout April on expectations that the Bank of Canada would 
raise rates in May. This expected move reflects the need to contain inflation within the 1%-3% official 
target band, and reflects pressure from an anticipated hike in U.S. interest rates. 


e Short-term interest rates closed May 3 at 5.71%, up 25 basis points from March's close. As U.S. rates 
were also trending up over this period, Canadian short term interest rates are nearly 80 basis points 
below comparable U.S. rates. 


...aS do long-term bond yields 


¢ Long-term bond yields closed out May 3 at 5.87%, only 3 basis points higher than at the end of March. 
However, this seemingly stable result masks strong volatility within April and early May. After falling to 
5.66% on April 10, long rates subsequently jumped up to just under 6.0% near the end of April. Data 
releases showing that the U.S. economy remains very strong raised inflation fears and pushed up bond 
yields on both sides of the border. 


* The gap between Canadian and U.S. long term interest rates narrowed to near zero at the end of April. 
However, falling Canadian bond yields early in May helped widen this gap to 24 basis points in Canada's 
favour by May 3. 


Key Money Market Rates 
Short-term Interest Rates (end of 90-day spread 


Long spread 


: riod Corporate against | Bond against 
# 90-day Corporate Paper 6.00 Canada (daily) Eero) Paper U.S. Yield U.S. 
1998 502) 009. 1-95.23 =. 0:44 
: 1999 507 049 | 623. -0.22 

A United States 5.75 
Nov1999 5.05 -0.80 | 6.10 -0.12 
: 5.50 Dec 57 049 | 623 «--0,22 
2 ; Caveta ae Jan 2000 525 064 | 627 0.33 
Ta. Feb. 531 064 | 583 -031 
cgay en ae carne March 546 0.72 | 564 0.15 
April 562 064 | 5.92 -0.03 

5.00 (Veprrrerey tyeyereenn Penevernyt rrvrererey crerrrr dst] 

4 bu wa so ss » @ PO P May 3 571-079 | 587 0.24 


We we 
1995 “4996. “4997. “1998 “4999 “2000 ge & eo os RD 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Li - Bond Yield 
ong-term Bond Yields Key Lending Rates 


end of Prime 
Stony Bank Lending Mortgage Rate 


Rate Rate iyear S5year 


4 Oy Ses = - Canada (daily) 
6.25 
Canada 


; 1998 595. 675 620 6.60 
Usted Siaee ed 4999 500 650 7.35 8.25 
4 

Nov1999 5.00. 6.50.-~—(7.35° «B25 
. 5.75 Dec 500 650 7.35 825 
— Jan 2000 500° 650 - 7.60: 8.55 
: Spread a oR ck Feb 595 675 7.60 6.55 
tla March 550 700 770°. 8.35 

a2 be Weta t renctearenepicleantesstadeconegebesb Ni bahafeshtrolaterttea leat Reba fedadantedastiatis CH ee Porras ae "4 
1995 1996 1997 1998 ©1999 2000 eg mo April B00. 100 7140. 885 

& KE CS ¥ 

¥ May 3 550 = 7.00 7:90 6.55 
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| PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Stock prices slip in April... 


* After rising above 10,000 late in March, a strong sell off of technology stocks pulled the TSE 300 
index below the 8,500 mark by April 14, its lowest level since the end of January. The index 
subsequently recouped some of its losses, closing the month at 9,348, off recent highs but 
nonetheless 33.3% above its year ago level. 


* The technology-dominated U.S. Nasdaq index plummeted 7.1% on April 12 and 9.7% on April 
14, two of the biggest single-day losses on record. In fact, the Nasdaq dropped more than 20% 
in that week alone, before recovering somewhat in the last two weeks of the month. The U.S. 
S&P 500 and Dow Jones Industrial Average posted smaller losses over the month, declining 
3.1% and 1.7% respectively. Despite its large losses in April, the Nasdaq is up 51.4% ona 
year-over-year basis, a much better performance than more traditional indexes. 


..and the dollar falls 


¢ The dollar weakened throughout most of April, closing the month at $US 0.6756. Ongoing fears 
that the Bank of Canada might not fully match an expected 50 basis points increase in U.S. 
interest rates continued to put downward pressure on the dollar early in May as it edged down 


below the $US 0.67 mark for the first time since October. 


Canadian dollar The Canadian Dollar 


Stock Market Indices 


Key Stock Market Indexes 


(close) $uS index DM yen 
Bese 1992100 4... Canada (daily) “a 0 ECG 
: : $Cdn_ _(92=100) _—$Cdn__—$Cdn 
=versus US dollar (L) 
—versus C6 index (R) 94 1998 06522 7871. 1.082 75.91 
0.69 
a 1999 0.6929 82.67 1.313 69.66 
ge 0-68 Nov1999 0.6782 82.96 1.291 71.29 
Dec 0.6929 82.67 1.313 69.66 
$25.5 gs Jan2000 0.6918 84.15 1.333 72.77 
Feb 0.6898 84.39 1.370 75.43 
qs March 0.6899 83.84 1.388 72.77 
shy ne er rE So Ep ec ee April 0.6756 83.47 1.409 71.90 
i 1993 1994 1995 1996 1997 1998 1999 2000 & Se Ro oe + 
May 5 0.6712 


% change from 


MEI May 2000 


*columns 2 & 3 reflect change in levels 


12,500 Nace 300 (daily) April last last 
é Close month _ year 

10,000 
40,000 ’ 9,800 TSE 300 9,348 -1.2 33.3 
Dow Jones 9,600 Oil & Gas 6,623 65 127 
bo AE End 9,400 Metals & Minerals 3,471 -2.1 -9.0 
7.500 9,200 Utilities 15,693  -5.3 100.6 
; 91000 Paper & Forest 5942 128 34.7 
8,800 Merchandising 4,828 8.2 -12.1 
5.000 TSE 300 8.600 Financial Services 7,749 2.4 -8.5 
‘ ; Golds 4,206 6.1 -28.9 
pcee Price-Eamings Ratio* 28.3 4.7 -1.9 
"5003o3 1904 1905 1906 1907 1908 1999 2000 <@ # a ye gv of S&P 500 452944 88 
Dow Jones 10,734 1.7 -0.5 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends : 
The US economy continues to grow strongly in the first quarter... 


e Advance estimates indicate that real GDP increased a solid 5.4% (annual rate) in the first quarter of 
2000, building on a sharp 7.3% gain in the previous period. Production was boosted by strong 
increases in consumer spending and non-residential fixed investment. Lower investment in 
inventories and a drop in exports moderated overall growth. 


* The U:S. trade deficit soared to $29.2 billion in February, the second straight monthly record. Rising 
imports (+1.5%), led by crude oil, fuelled the higher deficit, as exports decreased slightly (-0.2%). 


.. raising expectations of a rate hike 


¢ U.S. employment rose 340,000 in April, the second major increase in as many months. April job 
gains were led by Retail Trade, Services and Government (once again due to the hiring of temporary 
census workers). The unemployment rate, which had held steady at 4.1% in February and March, fell 
to 3.9% in April. This is the first time the rate has been below 4% since January 1970. 


* The employment cost index grew 1.4% in the first quarter, the biggest rise since 1989. Combined 
with the drop in unemployment and a sharp rise in consumer prices fuelled by higher energy prices, 
this has greatly increased expectations that the Federal Reserve will raise its key interest rate by as 
much as 50 points at its May 16 meeting. 


* Still, productivity growth remains strong and will help moderate inflation. Labour productivity rose 
2.4% (annual rate) in the first quarter of this year, following a 6.9% surge in the fourth quarter of 1999. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
BEERS OU ig NE ee Se Dscitaelh edd Aa Ait 8 Ly es 
% change, SAAR Monthly change in thousands 
7.3 
Lo 400 
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U.S. Consumer Price Inflation U.S. Unemployment & Participation Rates 
ao % change, year-over-year AK % % ea 
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COMING UP 
Key Future Data Releases and Planned Events 


CANADA 
SVE VaOMianUlACtUNING — MARCI ner nseccsct0tesssondaedct-neceseceetentesastseeseanct May 16 
OnsuMmeahaarice MMGSK = ADI katok fr ees Mure. mccsties reacts tc ctceseerwaeeenessdeeees May 18 
Wlormatronal sade — March iacanchettteai des «aisas neu deee teludecbeeababeleceeliskesne May 19 
SD ieeAt ACO COSL — Ia Clie stuetas. datney ines casserenevede sseacaccumesee cinarnnntness May 31 
National Economic & Financial Accounts — 1st Quarter 2000 ............ May 31 
Balance of International Payments — 1st Quarter 2000 ................... May 31 
Capacity Utilization Rates — 1st Quarter 2000 .....eeeeeeeeees June 7 
ADOUN- FP OFCO OUINCY = MAY Wh tetvntece ee jecctuans canteene RMENU Lay ei. oeweanetae June 9 
Financial Statistics For Enterprises — 1st Quarter 2000 ..................... June 9 
Private and Public Investment Intentions — 2000 (revised) ................. July 19 
BUSINESS CONAITIONS SUIVEY — OCIODE! \.....c.ccccsccccsocsntesseevecesecceommacanes November 2 


UNITED STATES 


Federal Open Market Committee meeting .............. cc ceeeeeeeeeeeeeeeeeeereees May 16 
WONSUIMer PHCE INDEX "APTI ss sredesedesncdscdecs vacedeatdeeberseatett ee ecksemausnneees May 16 
aLermavionalmlrade — March fic seteckvcsvecesssccsendsneasentctossseoet ccetcaesan cece May 19 
GDPH 1st Quarter 2000; Preliminary vic.ccccccssssecsesaiereotseonsseuecanactssvanesd May 25 
EMPIOVINENUOMUATION — MAY. .1v..2. hese. .cosscean sane sdeteeosteamesewse- perme tamer June 2 


Note: the May MEI uses data available as of May 5, 2000 
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HIGHLIGHTS 


W Real GDP increases 4.9% in the first 


quarter, boosted by booming exports 
and solid domestic demand. 


uy A near-record trade surplus leads to a 


+ 


The "Monthly Economic Indicators” (ME!) provides a variety of eco 


surplus of $4.8 billion on Canada's 
current account. 


Employment gains in May push 
Canada's unemployment rate down to 
6.6%, its lowest level in 24 years. 


The Bank of Canada hikes interest 
rates by 50 basis points on May 17, 
following the US lead. 


CPI inflation falls to 2.1% in April as 
energy prices moderate. 


interpret or evaluate government policies, and every attempt is mad 


consistent with generally accepted economic principles. 
or can be accessed via the Internet at http://strategis.ic.gc. 
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Key Monthly Economic Indicators 


Real GDP ($92 B) 774.3 
Goods 259.5 
Services 514.8 

Composite Index 161.6 

Employment (000's) 14,905 
Full-time 12,199 
Part-time 2,706 

Unemployment* (%) 6.6 
Youth* 12.5 
Adult* 5.5 

CPI inflation* 2.1 

Retail Sales ($M) 22,826 

Housing Starts (000's) 142.1 

Trade Balance* ($M) 3,889 
Exports 33,528 
Imports 29,639 

M&E 9,686 


3-mth Corp. paper* (%) 5.91 
Long bond yield* (%) 5.59 
Canadian dollar* (US¢) 67.82 


% Change since 


last last 
month year 
0.7 4.7 
0.7 6.2 
0.7 3.9 
0.9 8.2 
0.3 2.8 
0.3 3.1 
0.1 1.7 
6.8 7.9 
12.9 15.0 
5.6 6.5 
3.0 1.7 
2.1 6.7 
-10.4 -1.8 
3,500 2,479 
4.5 16.3 
3.7 12.5 
4.0 12.7 
5.62 4.71 
5.92 5.58 
67.56 67.84 


*Data in levels only — % change not reported. 
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nomic analysis and data in a convenient format. The MEI does not 
e to present factual information in an informed and balanced manner 

It is available to all employees of Industry Canada in either hard or electronic copy, 
ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 


AN Ne RES OT EE SL SSD aS A a 
National Economic and Financial Accounts -- 1st Quarter, 2000 


The economy is off to a strong start in 
the first quarter... 


¢ Real GDP rose 4.9% (annual rate) in the first quarter 


of 2000, supported by booming exports and solid 
domestic demand. This advance extends the 
consecutive string of quarterly output gains to 
nineteen, the longest observed since the 1960's. 


Exports made a strong contribution to growth, rising 
13.9% (SAAR) in the first quarter. Although import 
growth was also strong, it failed to keep pace with 
exports, pushing Canada's real merchandise trade 
surplus to a near record level. 


Domestic demand was another key source of growth 
in the first quarter, boosted by particularly sharp 
gains in non-residential construction, M&E 
investment, and residential construction. Consumer 
spending posted its fifth consecutive period of solid 
growth, supported by high levels of consumer 
confidence. 


..as growth in personal income picks up 
and corporate profits soar 


Growth in personal incomes advanced strongly in the 
first quarter, led by a 7.8% rise in labour income -- the 
biggest quarterly increase since 1989. 


As income growth outpaced growth in consumer 
spending, the saving rate rose to 3.4%, up from a 
revised 3.2% during the last quarter of 1999. 
Although the household debt-to-income ratio edged 
down slightly from its record fourth quarter level, 
household debt remains at unprecedented levels. 


Benefiting from firming commodity prices and 
strengthening international demand, corporate profits 
surged 31.5% (annual rate) in the first quarter. This 
marks the fifth consecutive quarter in which growth in 
corporate profits has exceeded 20% on an annualized 
basis. 


Growth in Real Gross Domestic Product 
% change, SAAR 
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Growth in Personal Income 
% change, SAAR 
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THE ECONOMY 


Real GDP by Industry 


Economic activity rebounds in March... 


* Real GDP at factor cost rebounded strongly in March (+0.7%), more than offsetting a decline in 
February that ended a record 18-month string of consecutive advances. Output gains were 
broad-based, with strength in Goods-producing and Services-producing industries. 


...With widespread gains across the economy 


¢ Goods production rose 0.7% in March, boosted by an increase in Manufacturing output (which 
accounted for over 40% of total growth in the economy). The transportation sector played a large 
role in this gain, with production of autos and parts rising 3.4% on the month. Elsewhere in the 
goods sector, advances in Construction, Logging and Forestry, and Mining were offset by a lower 
Utilities output, which was dampened by warmer-than-usual temperatures. 


* Output in Services industries increased by 0.8% in March, led by increases in Wholesale and Retail 
Trade -- the latter due primarily to higher auto sales. Other notable increases were posted in 
Transportation, which benefited from strong economic activity, and Finance, Real Estate & 
Insurance, which profited from high levels of stock market activity and a hot housing market. 
Business Services continued its steady advance, rising as it has in every month since June 1986. 


Real GDP at Factor Cost 


5 % change 


Indicator 


Composite Leading 


Real GDP at Factor Cost (1992 dollars) 


March 2000 


monthly % Change since last 
$ millions change month year 


1.0 Total Economy 774,340 5,201 0.7 4.7 
Business sector 644,717 5,131 0.8 5.4 
0.5 ; 
wu Goods 259,548 1,857 0.7 6.2 
oo HU UOL Ho MU Agriculture 13,737 87 «8 3.1 
| | Fishing & Trapping 788 14 1.8 41 
05 Logging & Forestry 4,650 121.2 4.9 
Mining* 28,522 104. 04 8.9 
ve ; Manufacturing 142,229 2250 416 6.4 
Bis7  . 1998 «=| 1999 2000 Construction 44,016 456 | 1.0 6.9 
Other Utilities 25,606 = -1,175 -4.4 2.5 
Real GDP by major sector Services 514,792 3,344 07 3.9 
Transport & Storage 36,262 ATT. | 1.3 Dt 
J 1996 = 100 i 
yp ae celta Communications 29,015 224 (08 13.0 
ay, Wholesale Trade 46,590 709. 15 2.4 
123 iE Rees i 
ie Retail Trade 48,271 60613 4.7 
119 = Goods i Finance & Insurance 44,245 409—i—i«O'D 8.5 
—Manufacturing Pe Real Estate & Ins. Agent 80,948 336 0.4 2.7 
ae — Services eee Business services 45,883 279 0.6 7.9 
113 OR a aed Government services 46,050 105 | 02 2.0 
Af = Education 40,550 40 | 04 1.0 
EO? aaa Health & Social Services 47,047 36 0-0. -0.1 
403 Accommodation & Food 19,905 191. 1.0 1.3 
Other 30,026 4 0.0 1.6 
QQ ttt ded ttle Tepes beac Ppa me atten coy tal 
1996 1997 1998 1999 2000 *Includes Quarrying and Crude Petroleum & Natural Gas 
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‘THE ECONOMY 


Consumer Spending and Attitudes 


Consumer spending remains solid in the 


first quarter... 


¢ Real consumption rose 3.4% (annual rate) in the first 
quarter of 2000, just slightly below the increase posted 


in the previous quarter. 


¢ Even with a pause in auto sales, consumer spending 
was led by purchases of durable and semi-durable 


goods. 


A high volume of financial market activity 


boosted expenditures on financial, legal and other 


services for the fifth straight quarter. 


...supported by employment and income 


gains 


* Consumer confidence slipped somewhat in the first 
quarter, but recent gains in employment and incomes 
should continue to provide a boost to spending in 
2000. Indeed, personal disposable income was up 
5.5% (annual rate) in the first quarter, marking the 
fourth consecutive quarter of growth above 4%. 


¢ Recent income gains have not significantly improved 


household finances. 


The personal saving rate 


remains very low (3.4%), while debt levels are at a 
historical high relative to household income. Recent 
hikes in interest rates underline the importance of 
strong growth in disposable incomes to sustain 


consumer spending. 


$ Millions, SAAR (unless otherwise noted) 


1998 1999 

Real Consumption (92$) 487,866 504,763 
% change 2.9 3.5 
Durable Goods 66,487 71,859 
% change 5.9 8.1 
Semi-Durable Goods 45,751 47,103 
% change 4.4 3.0 
Non-Durable Goods 120,795 123,344 
% change 17. 24 
Services 254,833 262,457 
% change - 25 30 


Disposable Income 567,960 590,608 
% change 3.9 4.0 
Saving Rate (%) 4.5 Si, 

_ Debt-to-Income Ratio (%) 94.9 96.1 


Real Consumer Spending and Household Finances 


512,468 516,804 
37 3.4 
74,136 75,604 
5.2 8.2 
47,544 48,516 
-0.3 8.4 
124,580 125,012 
$2 1.4 
266,208 —-267,672 
4.2 22 


600,560 608,680 
4.5 5.5 

3.2 3.4 

96.4 96.3 
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58 $ Billions $ Billions 


We2 


Total Sales (Left) 


Motor Vehicle Sales 
(Right) 


r 


1998 
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1997 1999 2000 


Total Retail and Motor Vehicle Sales 


7.0 


6.3 


5.5 


4.8 


4.0 


Retail Sales and Consumer Credit 


March 2000 % Change since 


last last 
$ millions month year 


Total Retail Sales (S.A.) 22,826 2.1 6.7 


Food 4,994 0.4 23 
Drug Stores 1,108 -0.1 -0.1 
Clothing 1,263 2.9 5.8 
Furniture 1,235 17 12:5 
Automotive 9,274 4.3 11.3 
General Merch. Stores 2,534 -0.4 3.8 
All other Stores 2,419 0.8 3.4 
Total ex. motor vehicles 16,688 1.0 6.6 
Consumer Credit 180,494 0.3 11.8 


(unadjusted) 


Real Consumer Spending and Attitudes 


; Index (1995Q1=100) 


[Total Spending (L) 
— Durable.Goods (L) 
= Consumer Attitudes* (R) 
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1991=100 
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THE ECONOMY 
Business Investment in Plant and Equipment 


Business investment advances strongly in 
the first quarter... 


e Business investment in plant and equipment rose 11.2% 
(annual rate) in the first quarter, following an even larger 
surge in the fourth quarter. Spending on M&E increased 
10.5%, largely on the strength of purchases of computers 
and other office equipment. Investment in transportation 
equipment (excluding cars), industrial machinery and 
telecommunications equipment was also strong. 


¢ Non-Residential Construction was up 12.5% on the 
quarter. Activity in the oil patch has been driven higher 
by rising energy prices. 


...and is well positioned for further growth 
throughout the year 


¢ The investment outlook for the remaining three quarters 
of 2000 is positive. After rebounding strongly in 1999, 
corporate operating profits registered further strong gains 
in the first quarter of 2000. 


¢ Moreover, capacity utilization reached 87.6% in the first 
quarter, the highest rate recorded since the mid-1960s. 
Additional investments in plant and equipment will be 


Index (1992Q1=100) % 


= Machinery & Equipment (L) 
195 -—Non-Residential Construction (L) 


Capacity Utilization (R) 
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Corporate Profits & Business Confidence 


| 
| 


needed to satisfy strong domestic and international 1992 1993 1994 1995 1996 1997 1998 1999 2000 
demand for industrial products. *Conference Board of Canada : 
Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 
1998 1999 1999 Q2 1999 Q3 1999 Q4 2000 Q1 
BUSINESS INVESTMENT | 
Machinery & Equipment (1992$) 65,357 75,557 75,396 76,508 81,248 83,304 
% change 9.0 15.6 41.9 6.0 27.2 10.5 
Non-residential Construction (1992$) 39,502 40,288 39,956 40,200 41,040 42,264 
% change 1.7 2.0 0.0 25 8.6 12.5 
Capacity Utilization (%, Non-farm goods) 83.3 84.8 83.8 85.7 86.5 87.6 
Capacity Utilization (Mfg. sector) 83.8 85.7 84.5 86.8 87.2 87.9 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 142,296.0 174,317.0 170,760.0 181,716.0 189,792.0 213,156.0 
% change =13.3 22.5 47.3 28.2 19.0 59.1 
Profits - Non-financial industries 94,891.0 123,372.0 117,724.0 129,740.0 135,332.0 147,744.0 
% change -13.6 30.0 27.9 47.5 18.4 42.0 
Profits - Financial industries 47,406.0 50,945.0 53,036.0 51,976.0 54,460.0 65,412.0 
% change -12.5 75 105.3 -7.8 20.5 108.1 
Business Credit 686,869.4 717,831.1 711,296.7 720,869.7 730,899.0 741,583.3 
% change 10.0 4.5 1.7 5.5 Spl 6.0 
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THE ECONOMY 
Housing 


The housing market posts a healthy 
gain in the first quarter... 


e Investment in residential construction grew a solid 
9.8% in the first quarter of 2000, building on an even 
stronger advance in the previous quarter. 


¢ Spending on alterations and improvements surged for 
the second consecutive quarter, and the resale market 
remained strong. However, new housing construction 
slowed from a sharp advance posted in the fourth 
quarter. : 


..but growth may slow over the course of 
the year 


¢ Higher mortgage rates, increased housing prices and 
recent weakness in sales of existing homes (albeit 
compared to record 1999 levels) could all contribute to 
a weaker outlook for the general housing market. 


* Housing starts did indeed fall sharply in both April and 
May. Still, notwithstanding a notable decline in April, 
the total value of residential building permits over the 
January-April period was up 11.6% compared to the 
same period last year. 


Real Investment in Residential Structures 
$92 Millions, SAAR (unless otherwise noted) 
1998 


1999 


%esidential Construction 41,523 44,259 45,760 46,844 
% change -2.0 6.6 11.8 9.8 
Construction by Business sector 41,277 43,983 45,496 46,572 
% change -2.0 6.6 12.1 9.8 
New Housing 20,701 22,258 23,472 23,652 
% change -3.5 This) 21.3 3.1 
Alterations & Improvements 13,640 14,399 14,848 15,520 
% change 2.4 5.6 19.9 19.4 
Ownership & Transfer Costs 7,182 7,259 7,440 7,672 
% change -5.7 1.1 -23.2 13.1 


‘Housing Activity 
$ Billions 
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Monthly Housing Indicators 
levels 


Residential Construction (1) 14,620 
($92M, factor cost basis) 


Building Permits, $M (2) 1591 
entice tl Homes (2) 19,073 
Housing Starts, # of units (3) 142,100 
Newfoundland 1,100 
Prince Edward Island 400 
Nova Scotia 3,700 
New Brunswick 1,500 
Quebec 17,100 
Ontario 53,200 
Manitoba 1,300 
Saskatchewan 2,000 
Alberta 25,300 
British Columbia’ 13,200 


4 - March data; 2 - April data; 3 - May data. 


Change since 
last last 
month year 


27% 8.8% 


“15.2% 0.3% 


-1,752 
-16,500 -2,600 
-300 500 
200 -100 
700 -400 
-400 200 
-2,400 200 
-17,400 -12,500 
-500 -700 
400 200 
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Sources: Statistics Canada, Canada Mortgage and Housing 


Corporation, Canadian Real Estate Association 


Growth in Real Residential Construction 


¥% change, SAAR 
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THE ECONOMY 


‘Trade and Competitiveness 


Exports outpace imports in March... Merchandise Trade Flows and Balance __ 
: 456 $ Billions $ Billions 


¢ Exports increased 4.5% in March, rebounding | 


strongly from a fall in February. All major commodity 30.0 ae | 
groups registered gains on a monthly and Exports (L) : 
year-over-year basis. However, the March advance | 25.0 


can be attributed in large part to a sharp recovery in 


Imports (L) 5.0 
exports of Automotive Products. Exports of M&E 


oe ; 20.0 : 
were also up significantly in March. Tiade Balance tr) 
2.5 
¢ Imports rose 3.7% in March, reversing declines in | 15.0 
the two previous quarters. As with exports, imports | Hit 
from all major commodity groups were higher. 10.0 0.0 | 


1995 1996 1997 1998 1999 2000 


Gains were led by a solid increase in imports of 

investment-related M&E and Industrial Goods & : ; 

Materials. Canada-U.S. Unit Labour Cost Ratios 

436 ULC Ratios (1992=100) $US per $C 
A declining ratio represents improving Canadian competitiveness 


...leading to a higher trade surplus — Total Economy (L) 


-—— Manufacturing (L) 1.1 
[<3 Exchange Rate (R) 


100 
¢ With exports outpacing imports, Canada's 
merchandise trade surplus rose to $3.9 billion in 

March. The cumulative first-quarter surplus of $11.7 5 / ratte OR 

billion is the second highest surplus on record. | Fe —_—_" 

Ct es 

8 Il HUUEUOeo ooend,, 

89 91 93 95 97 99 4°92; (3.44 4 

| 99 |00| 


Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 
March 2000 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
February March 1999 2000 Feb to Feb to Mar 1999 to 
2000 2000 Jan-Mar Jan-Mar Mar 2000 Mar 2000 Mar 2000 
Exports 32,080 33,528 1,448 4.5 16.3 
to United States 27,304 28,817 1,513 55 16.0 
Imports 28,580 29,639 1,059 3.7. 12.5 
from United States 21,518 22,112 594 28 9.3 
Trade Balance 3,500 3,889 389 
with United States 5,786 6,705 919 
Exports by Commodity 
Agriculture/Fishing Products 2,155 2,249 6,295 6,583 94 4.4 8.6 
Energy Products 3,626 3,650 5,523 10,494 24 0.7 89.1 
Forestry Products 3,428 3,501 9,272 10,503 73 24 13.8 
Industrial Goods & Materials 5,180 5,301 13,860 15,609 121 23 17.2 
Machinery & Equipment 7,707 8,258 20,475 23,755 551 TA 20.7 
Automotive Products 7,645 8,267 24,003 24,814 622 8.1 2.0 
Other Consumer Goods 1,164 1,165 3,423 3,489 4 0.1 2.9 
Imports by Commodity 
Agriculture/Fishing Products 1,488 1,512 4,378 4,518 24 1.6 2.4 
Energy Products 1;355 1,472 1,955 4,009 117 8.6 109.4 
Forestry Products 237 262 656 748 25 10.5 17.0 
Industrial Goods & Materials 5,586 5,867 15,083 17,002 281 5.0 13.9 
Machinery & Equipment 9,315 9,686 26,282 28,617 371 4.0 12.7 
Automotive Products 6,450 6,556 18,384 19,450 106 1.6 6.1 
Other Consumer Goods 3,100 3,244 9,025 9,538 144 46 6.9 
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LABOUR MARKET TRENDS Hy ide 


ii 


Employment and Unemployment 


| Employment 
Employment growth is back on track in Fite alla Mh elect ata 
May... 


¢ Employment rose by 42,000 in May, rebounding from 


a slight pause in April. Job gains since May 1999 total | 
413,000. | 
¢ Most of May's job gains were in full-time employment | 
(+38,000). Indeed, full-time work has increased by 
3.1% over the past 12 months, a much faster pace fs TT 5 


than for part-time employment (1.7%). Total hours nee 


> 
So 


KR 
So 


worked is up 2.8% over this same period. 


1 


-20 


..pushing the unemployment rate down Laer HP 
to 6.6%, a 24-year low 
Unemployment Rate 
e Despite an increase in the labour force, strong 13.0" ” 68.0. 
employment growth lowered Canada's unemployment 
rate to 6.6% in May, the lowest since March 1976. 12.0 
Prior to this, the national unemployment rate had held Ay 
steady at 6.8% for five straight months. 11.0 tidtinployment Rate (L) ail 
¢ The adult unemployment rate edged down 0.1 points 10.0 
to 5.5% in May, while that for youth fell 0.4 percentage See 
points to 12.5%. The summer job market for students a 
began on a positive note — the percentage of students 
aged 20-24 with jobs was 58.0% in May, up 1.6 points - 65.0 
from a year ago. a 
; Participation Rate (R) 
1901 1992 1983 1994 1995 1996 1997 1998 1999 2000 
Labour Force Trends 
Levels Change since % Change since 
(in thousands) 1999 2000 2000 last last _—year-to- last last 
May April May month year date month year 
Employment 14,492.3 14,862.6 14,904.9 0.3 2.8 
Full-time 11,830.8 12,160.9 12,199.3 0.3 3.1 
Part-time 2,661.5 2,701.7 2,705.5 0.1 17 
Youth 15-24 2,193.6 2,272.4 2,285.0 0.6 4.2 
Adult 25+ 12,298.7 12,590.2 12,619.8 0.2 2.6 
Self-employed 2,482.4 2,408.1 2,438.5 1.3 -1.8 
Unemployment 1,238.2 1,079.3 1,056.6 -2.1 -14.7 
Unemployment Rate 7.9 6.8 6.6 
Youth 15-24 15.0 12.9 12.5 
Adult 25+ 6.5 5.6 5.5 
Labour Force 15,730.5 15,941.9 15,961.5 19.6 231.0 139.2 0.1 1.5 
Participation Rate 65.8 65.8 65.8 0.0 0.0 0.2 
Employment Rate 60.6 61.4 61.5 0.1 0.9 0.3 
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LABOUR MARKET TRENDS | 4 
Industry Overview Write 


Employment by major sector 


Goods and Services both contribute to May January 1998 = 100 


job gains... 


| 10 


106 --—Total 
— Goods 


¢ Employment rose 14,000 in the Goods-producing 
sector in May, boosted by increases in Natural 
Resources and Manufacturing. Construction 
employment fell for the third straight month, but is up 
strongly on a year-over-year basis. 


104 — Services 


« Employment was up 28,000 in the Service sector. 
Major gains were posted by: Information, Culture & ney Ae AMI oe CTI OA ee on Mens 
Recreation; Professional, Scientific & Technical 1998 1999 2000 
Services; and, Health Care & Social Assistance. The 
largest declines were in Public Administration and 
Educational Services. ‘Employment growth by worker category 

May 2000 (thousands) 


..With private employment gains partly 


offset by public employment losses yp 157.4 
* Paid employment in the private sector rose 32,000 in Private 
May. The number of public sector employees fell by employees | 214.8) 
21,000. 
Self- 


: employed |-70.5 
* Self-employment increased 30,000, partly reversing 


April's decline of 97,000 (which coincided with the 


: 5 Public 
inclusion of a supplemental survey on sector 
self-employment). @ month-over-month 
i year-to-date 
Industrial Employment Trends 
; Levels Change since % Change since 
(in thousands) 4999 2000. 2000 last last year-to- last last 
Ma April Ma month ear date month ear 
Goods-producing 37717 3,892.1 3,906.2 14.1 134.5 40.9 0.4 3.6 
Agriculture 412.9 385.7 386.8 41 -26.1 -12.3 0.3 -6.3 
Natural Resources* 264.5 284.6 290.3 9.7 25.8 15.0 2.0 9.8 
Utilities 116.8 115.0 117.0 2.0 0.2 1.6 17. 0.2 
Construction 774.9 820.5 818.5 -2.0 43.6 11.1 -0.2 5.6 
Manufacturing 2,202.6 2,286.3 2,293.5 7.2 90.9 25.3 0.3 4.1 
Services-producing 10,720.7 10,970.4 10,998.6 28.2 277.9 116.4 0.3 2.6 
Trade 2,239.9 2,294.1 2,308.0 13.9 68.1 36.3 0.6 3.0 
Transportation 740.3 784.9 790.7 5.8 50.4 26.5 0.7 6.8 
FIRE* 863.2 860.4 853.8 -6.6 -9.4 -11.5 -0.8 -1.4 
Professional/Scientific 896.5 916.2 935.2 19.0 38.7 8.7 2A 4.3 
Management/Administrative 513.9 538.9 532.6 -6.3 18.7 4531 “1.2 3.6 
Educational Services 978.0 982.4 966.4 -16.0 -11.6 -35.3 -1.6 -1.2 
Health Care/Social Assistance 1,437.4 1,528.9 1,547.4 18.5 410.0 15.5 4:2 Tee 
Information/Culture/Recreation 623.8 637.3 659.2 21.9 35.4 23.0 3.4 5.7 
Accommodation & Food 919.2 967.0 974.0 7.0 54.8 23.4 0.7 6.0 
Other Services 730.2 682.9 678.9 -4.0 -51.3 -30.0 -0.6 -7.0 
Public Administration 778.4 TREATS 752.3 -25.4 -26.1 -15.5 -3.3 -3.4 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 


\ 


_ MEI June 2000 nt 10) 


é 


a Ad : ime. 


Pitt eer aes bas 


ee ote er | J 


# yg ah Roy seein aig ‘manila 


' [> ekaieiare i? onan 


cell ee 


mn " omen | 
og Taare O09 MO 
oni a 


Ce Fr Teeqeane 
A we hdl 


‘ 
= ’ Pacer. eg ft 4re® dipwee ' 
a Stal i er ia 
4 Ney we mniyere awl: y 
4 f : 
Ps a SNe | 
i ir Ra ¥ ¢ ay 
, . wah y 
j a) F Aes “re 
' ; 
fe i: 
Cys I 1. AR” % 
otoe i Te oe 
7 Bie RAGIN thts Mpa,” Ad) 
) ar, j a5 t o.(* 
at 
ul P hee] j ee tar 
; ee 1 Oo b. OY 
a. i ; sw , bey 
- ; Ny T Hi 
“aT » rq 
Wai ‘ety 
a ; a, i) P Laity 
} fs 
075 PaAY 
76 af), fi 
} ; ; 
' ye ‘ exh 7 aa 
we a ees 
tye ' a 7? eas 
fT was ee Ta re 


AROSE soe ei 


eaatie hile ie teh tie 1 ptt fey Sf 


; ie Pty 
oo neh NT. 
items frie * | 
M ee 4 ny darts ah 
, oa =" 


bem Siam ary nk va © 


: di; 
7 A 
} oe 


ii 


yd Hal sent lqenMs tou oi 


Wh aN ) 


aril inh bebien oy olitery > 


i we eres) 


Py oa Stadia ae “am hn 


ra a 


ides rae a 
pa. D Jt ay itigi- a! ; 


ven ; “hing cu eras 


n Pir y ee 
a bi, ; (> one | 
bas bi > bei ty 
a4 ‘? Pits Wa iGet ‘ 
cit. ¢ oe eek 


7 Sa 
an Mi: 7 
“pti mr! 


ion 


LABOUR MARKET TRENDS 
Provincial Overview 


Quebec and British Columbia account for 
most of the job gains... 


e While six of the ten provinces posted higher 
employment in May, the biggest gains were in Quebec 
and British Columbia. 


¢ Nova Scotia, New Brunswick, Manitoba and P.E.I. 
posted employment losses on the month. 


...but unemployment rates fall in most 
provinces 


¢ Saskatchewan was the only province to register a 
higher unemployment rate in May, as modest job gains 
were offset by an increase in the labour force. The 
unemployment rate was unchanged In Ontario. 


e In Atlantic Canada, Newfoundland was the only 
province in which employment increased. Still, 
unemployment rates were down in every Atlantic 
province due to declines in the number of job seekers. 
In fact, the 1.1 percentage point reduction in PEl's 
unemployment rate was the biggest among all 
provinces. 


* Manitoba's unemployment rate also fell despite job 


losses. Higher employment contributed to lower 
unemployment rates in all other provinces. 


Provincial Employment and Unemployment Trends 


Levels Change since 
2000 lastmonth = 
May (000's) 
Canada 14,904.9 42.3 0.3 
Newfoundland 207.3 1.2 0.6 
P.E.I. 65.6 -0.1 -0.2 
Nova Scotia 420.3 1 e27 -0.6 
New Brunswick 331.4 -1.7 -0.5 
Quebec 3,452.5 17.4 0.5 
Ontario 5,838.7 41 0.1 
Manitoba 554.5 -1.4 -0.3 
Saskatchewan 489.9 1.9 0.4 
Alberta 4,591.1 163) 0.5 
B.C. 1,953.6 16.1 0.8 


Employment (thousands) 
Change since 


tt 


|Regional employment patterns 


January 1998 = 100 


Eat —Atlantic ai 


— Prairies 
=B.C. 


2000 


1999 


January 1998 = 100 
110 ff 


~~ Quebec 
= Ontario 
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Unemployment Rates -- May 2000 
% 


Unemployment rate (%) 


Levels Change since 


last year last last 

(000's) month year 
412.6 2.8 6.6 -0.2 -1.3 
-1.4 -0.7 16.1 -0.7 -1.2 
5.0 8.3 10.5 -1.1 -4.4 
9.8 2.4 8.2 -0.2 -1.3 
3.7 141 10.2 -0.3 0.0 
409.6 3.3 8.5 -0.3 -1.0 
156.2 Fad ays) 0.0 -1.2 
419 2.1 4.6 -0.4 -0.7 
14.9 3.1 5.0 0.2 -2.2 

' 45.6 3.0 4.7 -0.4 -1.6 
57.8 3.0 6.8 -0.1 -1.5 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation slows in April as energy prices 
moderate... 


¢ Inflation was 2.1% in April on a year-over-year basis, 
down sharply from 3.0% in March. A smaller increase 
in annual energy prices — the lowest in five months — 
explains most of the slowdown. 


* Onamonthly basis, consumer prices fell 0.4% in April, 
mostly due to a 3.8% drop in energy prices. Lower 
prices for transportation, clothing and household 
operations all contributed to the monthly decline in the 
All-items index. 


..and the "core" rate falls toward the 
bottom of the official target range 


e Excluding energy, food and indirect taxes, the "core" 
rate of inflation was 1.3% in April, near the bottom end 
of the 1%-3% target range set jointly by the Bank of 
Canada and the Department of Finance. 


¢ Ona year-over-year basis, commodity prices were up 
17.6% in May. A strong 46.5% hike in energy prices 
was mainly responsible for this rise, but other 
commodity prices were also higher. 


Consumer Price Index 


; % change, year-over-year 


= All items 
— Excluding Food, Energy and Indirect Taxes 


Official Target Range: 1%-3% 


1993 1994 1995 1996 1997 1998 1999 2000 


Terenas verve erences ews erereyevieriy ier werent rier) 


MEI June 2000 


|Commodit Prices ($U.S. basis 


| Index, 1982-90=100 
140.0 - | 


Excluding energy 


120.0 
| 100.0 — 
80.0 - eA ware i 
Se See Energy \ oh 
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Consumer Prices 


April 2000 % Change since 
Index last last 

(1992=100) month year 

All items CPI 112.4 -0.4 24 
Food 111:3 0.2 0.4 
Shelter 107.5 0.0 2.6 
Household operations 109.5 -0.2 0.6 
Clothing & Footwear 105.1 -1.3 -0.7 
Transportation 129.2 -1.4 4.5 
Health & Personal Care 111.5 0.5 1.4 
Recreation, Educ. & Reading 121.0 0.2 2.8 
Alcohol & Tobacco 96.8 0.1 3.0 
Excl. Food/Energy/Indirect Taxes 113.0 0.0 1.3 
Energy 122:2 -3.8 13.6 

Commodity Prices (May) 

Index, 1982-90=100 110.5 1.6 17.6 
Excluding Energy 111.6 -1.6 6.7 
Energy 108.4 8.3 46.5 


Provincial CPI Inflation -- April 2000 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


The Bank of Canada raises its trendsetting rate in May... 


The Bank of Canada raised its key interest rate by 50 basis points on May 17 to 6.0%, matching a similar 
move by the U.S. Federal Reserve. This hike, aimed at containing the buoyant economy and preventing 
the emergence of inflationary pressures, triggered corresponding increases in the Prime Lending Rate 
and mortgage rates. However, there was little further market reaction to this news since short-term 
interest rates had already risen in anticipation of the move. Short-term interest rates closed out May at 
5.98%, up roughly 35 basis points from the end of April. 


Short-term interest rates rose faster in the United States over this period, widening the gap between 
Canada and U.S. short term rates to 74 basis points in Canada's favour. 


...Dut long-term bond yields fall 


In contrast to short term rates, long-term bond yields trended down in May, closing at 5.63%. The gap 
between the Canadian long-term interest rate and its American counterpart increased to 39 basis points 
in Canada's favour. A shortage of long-term government bonds drove up prices and put downward 
pressures on yields. 


Lower bond yields coupled with higher short rates have resulted in an inverted yield curve, where 
short-term interest rates are above long term rates. 


cating cular fan olka Sehr reesei gee ae gare lear are RvR wellas mentee rset stale Ee ew A We 2% 
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are above their U.S. counterparts. 
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Long-term Bond Yields 


Key Lending Rates 


: Canada (daily) (end of Prime 


6.2 
Canada 


A positive spread indicates that Canadian rates 


Key Money Market Rates 
Short-term Interest Rates (end of Leumgel spread | Long spread 
% i orporate against Bond against 
| FO 90-day Corporate Paper 6.25 Canada (daily) ale Paper US. Yield U.S. 
1998 5.02 - 0.09 | 5.23 . 0:14 
: 1999 527 049 | 623 -0.22 
6 United States 6.00 
Dec 1999 527 049 | 623 -0.22 
5.75 Jan2000 5.25 -064 | 627  -0.33 
2 | ED Feb 531 0.64 | 5.83 -0.31 
Tina March 646 0.72 | 584 015 
© Spread ll] eo3 up >? April 5.62 -0.64 | 592 -0.03 
2 May 5.98 -0.74 | 563 0.39 
25 IVRYPURTeY CrEPRP PSY PUPCPePeP UPON? ChCrernra 
ee f June 7 5.91 -0.74 | 559 -0.30 


Bank Lending Mortgage Rate 


period) 

8 Rate Rate year 5year 
6.00 1998 525 675 620 - 6.60 
United States 1999 500 650 7:35. 8.25 

4 5.75 
Dec 1999 500. 650 735° 8.25 
2 Jan 2000 500. 650 7.60 = 8.55 
vo 5.50 Feb 525' 675 760 8.55 
o oe bone po cepqnect OMe poagase -onO° 5 March 550. 7.00. 7.70 8.85 
3 April 580 7.00. 7:70 8.35 
z 1995 a ms 4906 5 1997 a 4998 1999 2000 oT ae oP May 6.00 7.50 8.30 8.75 

RG = = Ro Roy FX 
Venue June 7 6.00 <5 7.50). 8,10 ©2845 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Canadian stock prices are volatile in May... 


* Canadian stock prices were highly volatile in May, with the TSE 300 index displaying no clear trend. 
The index closed out May at 9,252, down 1.0% on the month, and marking its second consecutive 
monthly decline. Still, on a year-over-year basis, the TSE is up 35.2%, a much better performance 
than its American counterparts. 


* Indeed, the TSE 300 has one of the best records among all stock market indices with a gain of 7.7% 
since January. According to Morgan Stanley Capital International, this places Canada among the 
top performers around the world so far this year, with only Luxembourg, Malaysia and Sweden 
recording better performances. 


¢ In-contrast, the S&P 500 and the Dow Jones are off to their worst starts in ten years. The Dow 
Jones is down 10.4% and the S&P 500 is down 6.2% on a year-to-date basis. 


..as is the Canadian dollar 


* Higher Canadian interest rates did not provide support to the Canadian dollar. Instead, fears that 
Canada-U.S. interest rate differentials might widen drove the dollar down to $US 0.6619 on May 24, 
its lowest level in almost 10 months. However, the dollar subsequently recouped these losses, 


closing June 9 at $US 0.6782. 
Canadian dollar The Canadian Dollar 
le eee eer ee eee nn a i> hpi h hak Ma ee, ke (close) $uS index DM yen 
0.85 $US/$C 1992=100 ay er Canada (daily) vs. vs. C-6 vs. vs. 
; ; $Cdn__(92=100) = $Cdn__—$Cdn 
== versus US dollar (L) 
0.80 —versus C6 index (R) 94 1998 0.6522 78.71 4.082 75,91 
: 0.69 
Aa 1999 0.6929 82.67 1.313 69.66 
0.75 
gg 0:68 Dec 1999 0.6929 8267 1.313 69.66 
0.70 Jan2000 0.6918 84.15 1.333 72.77 
82 67 Feb 0.6898 8439 1.370 75.43 
Bes March 0.6899 83.84 1.388 72.77 
iS April 0.6756 83.47 1.409 71.90 
0 60 CVS Onn hernia emuved SEMIN E ni cere yruUuNny Ininwuuy wets GEUNRARMT NITY Kyu we Seren in ini 74 Cao ses Oe AS May 0.6682 82.37 1.442 72.41 
"4993 1994 1995 1996 1997 1998 1999 2000 oF FS ww 
ihe, Mis June 9 0.6782 
: Key Stock Market Indexes 
Stock Market Indices ran 
12,500 PAE TSE 300 (daily) May last last 
: - Close month year 
10,0 
40,000 - 9,800 TSE 300 9,252 -1.0 35.2 
Dow Jones 9,600 Oil & Gas 7603 2148 372 
industrial Average 9,400 Metals & Minerals 3,586 38° 75 
P00 9,200 Utilities 13,994 -10.8 76.5 
9.000 Paper & Forest 5391. 93 305 
8.800 Merchandising 5,158 6.8 -5.8 
; Financial Services _—8,419 8.6 4.8 
oe ait ae Golds 4415 49 -109 
rao Price-Eamings Ratio” 278  -0.5 -4.3 
8,200 Loapdssapabearanvarshuassasanedeoasarrardosasnarael 
50 Hy eee ern tes Voge ac a he a Lu cma dean disia ata nansstanl Gaseaslyfatodst chs etskch hays ctatok Cds at etokes ee P nv ~~ xv ee AD 
1903 1904 1995 1996 1997 1998 1999 2000 gh ge S&P 500 1,421 -2.2 9.1 
Dow Jones 10,522 -2.0 -0.4 
*columns 2 & 3 reflect change in levels 
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‘THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The Federal Reserve boosts interests rates... 


¢ The strong pace of economic growth prompted the Federal Reserve Board to aggressively raise its 
key federal funds rate by 50 points to 6.5% on May 16. This is the sixth rate hike since last June, but 
the first 50 basis points increase in six years. 


¢ The Fed's move came amid few signs that inflation was picking up. Indeed, consumer prices were 
unchanged in April, while producer prices fell 0.3% as energy prices declined on the month. 


...as the US economy continues to grow strongly 


¢ Preliminary estimates indicate that real GDP increased a solid 5.4% (annual rate) in the first quarter of 
2000, building on a sharp 7.3% gain in the previous period. Production was boosted by strong 
increases in consumer spending and non-residential fixed investment. Lower inventory investment 
and an expanded trade deficit moderated overall growth. 


¢ Indeed, the U.S. trade deficit soared to $30.2 billion in March, the third straight monthly record. A 
jump in imports (3.4%) widened the deficit despite strong export growth (2.9%). 


¢ U.S. employment rose 231,000 in May, with all gains coming from the Government sector (once again 
due to the hiring of temporary Census workers). Private-sector employment declined for the first time 
since a severe winter storm in January 1996. After hitting a 30-year-low in April, the unemployment 
rate rose 0.2 percentage points to 4.1% in May. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR | Monthly change in thousands | 
7.3 p08 | 
500 : : 
400 : 
300 
200 
- | [ | lilt | [ 
0 
1998 1999 2000 
U.S. Consumer Price Inflation U.S. Unemployment & Participation Rates 
3 % change, year-over-year ae % % a5 


Unemployment Rate 


6.0 (L) “6 


4.0 67 


— Excluding Food & Energy 
=Total 2.0 


66 
1.0 


Participation Rate 
(R) 


0 VRE T enn HnNUUN NT TNT PVN ven nv pu nnny nT Surnnvennrvelretrnnetnnt PUnnvounr ses HheursPUlnny CunuCinUS Cured 65 
4991 1992 1993 1994 1995 1996 1997 1998 1999 2000 


Ptted dda 


2000 


Lad tobetd ab 


0.0 be trttata treba btatobadtt didnt dota ttbddatdbtbibtak Aitdebatetdd 
1994 1995 1996 1997 1998 1999 


MEI June 2000 —_—$——————$————————— ce 


“ vin’ Ylavieipernine r* : 
vd atu a9 wang as 


wy 7 


"NY Sa} ”) setae 
NTE we} hi 


ug! 
i 


os ny , io 7 aan, 


ee Vor tani test penne es 
Puan DL o Luhtoed care fy 
pititoowh alee ma 


FS ent rata weit ace i asa o ris aaa ' 
(My Aine Pama ENN . , on 

as, va he ’ Yash 7 i 

pdr aes cera et gM ger a = mt ih tL emo amir 

eke Sewth wel set be ue ony tix sae ni ame donee fa “ prey Mf wy 

Ni?) Aeon Hm iite peony Oia UA SOAS Bee oral ai “i ree 

oo owe. pols 


Ama 


gee 


aii aa i Bits ais Mi 3.0 } 


—— RY nd ania ee aoe | f apne =e Semana 


PRAT 66 *pttan! iaimons 
' 


“= 


- Oe 


YY ay | 
PLE | 
OY es wr \ 


abe dhe ene é ‘ Ff bes mae wrerailye ———tid © eee PUD san ED oom 


ats 8 noite y Til Ly «wn lang v af i ee 
Pa A ) rae ‘fev ue iy Ue. | pons ue 


COMING UP 
Key Future Data Releases and Planned Events 


CANADA 
SUNVOV-OL MEMUTACUTING) — ADIN siesaric...tcavtccsnrswacsereesss-aksatenseendvant essay June 15 
GOnsuinot eriCOuNOeX — MAVn eer rerec cee sect eske thee censsacvcedevsseradentnct denens June 16 
PSU Me eG GO, ANON I ert dities Cnn erpien @neten cn steers oluen csaneeaa~ieeanee June 20 
SD att aCtemCOSt ADIN ercratettcrtcdiet ccc eitten-cant¥ieettanrasustrevenconemoensarems June 30 
Ab OUmGOTCe SUV — UNG maar etcaistara thetic wanes Jona eeesiess-0Seuenereseeesos July 7 
Private and Public Investment Intentions — 2000 (revised) ................. July 19 
Financial Statistics For Enterprises — 2nd Quarter 2000 ................06 August 30 
National Economic & Financial Accounts — 2nd Quarter 2000 ........... August 31 
Balance of International Payments — 2nd Quarter 2000 ................ August 31 
Capacity Utilization Rates — 2nd Quarter 2000 .........eeeeseeeteeseeseeees Sept 8 
Business OnditionS SUIVEY — OCLODEN 2. )............c.sessoneveerssaeeaserreteseans November 2 


UNITED STATES 


Consumer Price Index — May .............-::cessssssssssesceseececenenensreeseseseeseneons June 14 
IntermauOnal (rade — ADM ccc ctbee setae scenenssseeareaceecenoonnsesnaqesapens June 20 
Federal Open Market Committee meeting ...........- cc eeseeeetereeeseeeneees June 27, 28 
GOP —ast Guamer 2000) Final ete iiiciestecnccecescucngcsocersesteocennenstenieniane June 29 
Employment Situation — JUMG .........ccceeeeeeeeeeseeeseeeeeeseeeeeneeenteeeneeenaes July 7 


Note: the June MEI uses data available as of June 9, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS 
% Change since 

last last 

month = year 
‘ , Real GDP ($92 B) 774.6 -0.0 4.3 Apr. 
W Real GDP pauses in April after a strong Goods 259.2 0.2 5.5 Apr. 
first quarter, reflecting weakness in the SoNices 515.45 0-0-7 ART 
Composite index 162.7 0.7 8.4 May 


Manufacturing sector. 
Employment (000's) 14,891 -0.1 2.6 June 


dy Employment edges lower in June, the Full-time 12,174 0.2 3.2 June 
irspdecli ety aa Aalt Part-time 2,717 0.4 0.1 June 
Irst aecline in two anda a Nall years. Unemployment* (%) 6.6 6.6 7.5 June 
Canada's unemployment rate holds Youth* 11.8) 12.5)" 13.27 June 
steady at 6.6%. Aduit* 5.6 SS 6.4 June 

CPI inflation” 2.4 Za 1.6 May 

us The Canadian stock market performs Retail Sales ($M) 22,569 -1.2 5.7 Apr. 
well, boosted by strong foreign demand Housing Starts (000's) 139.3  -1.8 = -8.2 June 

for domestic equities. Trade Balance* ($M) 3,172. 4,113 2,464 Apr. 
Exports 32,774 -3.0 14.0 Apr. 

CPI inflation rises to 2.4% in April Uae 8 29,9025) (20.5 12-6) Apr. 

& : GEE M&E 9,911 2.0 14.8 Apr. 


boosted by higher energy prices. 
3-mth Corp. paper* (%) 5.87 5:93 4.86 July 5 
wi The Bank of Canada holds rates steady Long bond yield* (%) 5.53. 5.63 5.63 July 5 


4 : : . ‘ Canadian dollar* (US¢) 67.51 66.82 68.35 July 7 
following a 50 basis points hike in May. 
*Data in levels only — % change not reported. 


The “Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data ina convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03. html. 
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This report uses data available as of July 7, 2000. It has been prepared by Marianne Blais, Julie Dubois, Joe Macaluso, Arif 
Mahmud and Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald Létourneau and Shane 
Williamson. Translation by Lucie Larocque and production support by Sue Hopf. All information is taken from public sources, 
primarily Statistics Canada, the Bank of Canada and the Canada Mortgage and Housing Corporation. Please address 
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THE ECONOMY gon 
Real GDP by Industry | FREE 


Output declines slightly in April... 


¢ Real GDP at factor cost declined slightly in April following a major advance the previous month. The 
drop was reflected largely in the goods sector, as activity in the services sector was little changed. 


...with offsetting changes across major industry groups 


* Goods production decreased 0.2% in April owing primarily to a 0.9% decrease in Manufacturing 
output. A sharp reduction in automotive production lowered activity 13.4% below last August's 
peak. Elsewhere in the goods sector, output rose in the Mining sector for the ninth time in 10 
months. A significant rise in the Utilities sector was due to the return of more seasonal 
temperatures east of the Rockies. 


* Total output in the Services sector was flat in April, but this masks some significant changes within 
the major industry groups. Lower output in manufacturing affected the Transportation industry, 
while weak auto sales cut into Retail activity. The Communications industry benefited from an 
increase in long-distance telephone use, and computer consulting boosted output of Business 


Services. 
Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars) 
eS ee uanue apreoce monthly % Change since last 
Composite Leading $ millions change month year 
= Indicator 

| Total Economy 774,562 -369 0.0 4.3 

Business sector 644,919 -603 -0.1 Sul 

Goods 259,167 -436 -0.2 5.5 

. Agriculture 13,798 53 0.4 2.9 

Lok ae ee Fishing & Trapping 749 -19 -2.5 ow 

05 : : Logging & Forestry 4,641 -42 -0.9 3.9 

Mining” 29,088 499 dev 125 

Manufacturing 140,882 =1,217 -0.9 45 

i997 1998 1999 2000 Construction 43,978 -208 -0.5 6.5 

Other Utilities 26,031 498 220) 3.8 

Real GDP by major sector Services 515,395 67 0.0 37 

January 1996 = 100 Tansee & GES 35,801 -678 -1.9 41 

127 Communications 29,630 492 Az, 13.6 

Ao; Wholesale Trade 46,405 -187 -0.4 as) 

Retail Trade 48,196 -219 -0.5 5.4 

119 —Goods Finance & Insurance 44,363 -32 9) 73 

Manufacturing Real Estate & ins. Agent 81,016 38 0.0 2.5 

Be — Services a Business services 46,388 404 0.9 8.7 

Government services 46 069 8 0.0 1.8 

Education 40,521 41 7AS) 0.4 0.2 

Health & Social Services 47,079 34 0.1 0.0 

Accommodation & Food 19,828 29 0.1 0.5 

Other 30,099 2 0.0 1.8 


1996 1997 1998 1999 2000 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 


Consumer Spending and Attitudes 


Consumer spending remains solid in the 
first quarter... 


¢ Real consumption rose 3.4% (annual rate) in the first 
quarter of 2000, just slightly below the increase posted 
in the previous quarter. 


Even with a pause in auto sales, consumer spending 
was led by purchases of durable and semi-durable 
goods. A high volume of financial market activity 
boosted expenditures on financial, legal and other 
services for the fifth straight quarter. 


..but may ease in coming quarters 


Recent income gains should help support household 
spending. Indeed, personal disposable income was 
up 5.5% (annual rate) in the first quarter, marking the 
fourth consecutive quarter of growth above 4%. 
However, recent increases in interest rates and a 
slower pace of job creation have weakened consumer 
confidence somewhat. 


Losses in the Automotive sector, Clothing stores and 
stores selling mostly seasonal products, pushed down 
retail sales by 1.2% in April. This decline offset about 
half the 2.2% gain posted in March. 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 
1998 1999 1999 Q4 2000 Q1 
Real Consumption (92$) 487,866 504,763 512,468 516,804 
% change 2.9 So) Shi 3.4 
Durable Goods 66,487 71,859 74,136 75,604 
% change 5.9 8.1 Se 8.2 
Semi-Durable Goods 45,751 47,103 47,544 48,516 
% change 4.4 3.0 -0.3 8.4 
Non-Durable Goods 120,795 123,344 124,580 125,012 
% change iv Be Be 1.4 
Services 254,833 262,457 266,208 267,672 
% change 25 3.0 4.2 PAE: 
Disposable Income 567,960 590,608 600,560 608,680 
% change 3.9 40 4.5 509 
Saving Rate (%) 4.5 ah7i BuZ. 3.4 
Debt-to-Income Ratio (%) 949 96.1 96.4 96.3 
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Total Retail and Motor Vehicle Sales 
$ Billions 


$ Billions 
23.0 
22.0 
Total Sales (Left) 
21.0 
20.0 
19.0 


17 


At) 
1996 1997 


1998 


Motor Vehicle Sales 
(Right) 


1999 2000 


7.0 
6.3 | 


5.5 : 


4.0 


April 2000 


Total Retail Sales (S.A.) 22,569 


Food 

Drug Stores 

Clothing 

Furniture 

Automotive 

General Merch. Stores 


All other Stores 


Total ex. motor vehicles 16,654 


Consumer Credit 
(unadjusted) 
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Retail Sales and Consumer Credit 


last last 


$ millions month year 


-1.2 O27 

5,067 1.0 Shs) 
1,129 1.8 3.0 
AUS) -3.2 Pa 
1,260 HES des 
8,936 -3.4 es: 
PIAS S}9) 0.8 4.2 
2,405 -0.9 3.4 
-0.5 6.1 

177,622 0.5 SS 


~~ Consumer Attitudes* (R) 


Real Consumer Spending and Attitudes __ 


1991=100 
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THE ECONOMY Sea 


Business Investment in Plant and Equipment BEE 
Business investment advances strongly in Investment in Plant and Equipment 
the first quarter... Dagens (529201100) an 
= Machinery & Equipment (L) 
* Business investment in plant and equipment rose 11.2% Grae ha bck A 
(annual rate) in the first quarter, following an even larger yy, “APATHY Uillization (R) 90 
surge in the fourth quarter. Spending on M&E increased 
10.5%, largely on the strength of purchases of computers 155 
and other office equipment. pA 
« Non-Residential Construction was up 12.5% on the 115 
quarter. Activity in the oil patch has been driven higher 
by rising energy prices. he 
f mae 75. Sat | | 
...and is well positioned for further growth $992 1993 1994 1995 1996 1997 1998 1999 2000 
throughout the year ‘a ee cipae 
98 Corporate Profits & Busi idence _ 
¢ The investment outlook for the rest of 2000 is positive. orperare re re usingss Confidence | 
Index, 1991=100 % of GDP 


Following a strong rebound in 1999, corporate operating eiCorporate Polis ae Of COR IR] 


profits continued their upward trend in the first quarter of = Blsiness Contidence*4L) | 12 
2000. Given high rates of capacity utilization, further 4150 | 

investments in plant and equipment will be required to enn “pi | 10 
satisfy strong domestic and international demand for ie aM | 
industrial products. ee js 
ae 

* Indeed, imports of machinery and equipment rose 2.0% in iC ay | hee ifs 
April, building on a strong rise in March. However, ao ir a |, fl 
non-residential construction was down 0.9% in April 75 LUI 4 
following a similar rise in March. 1992 1993 1994 1995 1996 1997 1998 1999 2000 


*Conference Board of Canada 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1998 1999 1999 Q2 1999 Q3 1999 Q4 2000 Q1 


BUSINESS INVESTMENT 


% change 9.0 15.6 41.9 6.0 PAP? 10.5 
Non-residential Construction (1992$) 39,502 40,288 39,956 40,200 41,040 42,264 
% change id 2.0 0.0 Ys) 8.6 125) 
Capacity Utilization (%, Non-farm goods) 83.3 84.8 83.8 85.7 86.5 87.6 
Capacity Utilization (Mfg. sector) 83.8 85.7 84.5 86.8 87.2 87.9 


CORPORATE FINANCES & ATTITUDES 


Corporate Operating Profits 142,296.0 174,317.0 170,760.0 181,716.0 189,792.0 213,156.0 
% change -13.3 eS) 47.3 28.2 19.0 59.1 
Profits - Non-financial industries 94,891.0 123,372.0 117,724.0 129,740.0 135,332.0 147,744.0 
% change -13.6 30.0 27.9 47.5 18.4 42.0 
Profits - Financial industries 47,406.0 50,945.0 53,036.0 51,976.0 54,460.0 65,412.0 
% change PZ) Ths) 1O5%3 -7.8 ZOD 108.1 
Business Credit 686,869.4 ROO an 711,296.7 720,869.7 730,899.0 741 ,583.3 


% change 10.0 45 1.7 5:5 Bit. 6.0 
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THE ECONOMY 
Housing 


The housing market posts a healthy 
gain in the first quarter... 


Investment in residential construction grew a solid 
9.8% in the first quarter of 2000, building on an even 
stronger advance in the previous quarter. 


Spending on alterations and improvements surged for 
the second consecutive quarter, and the resale market 
remained strong. However, new housing construction 
slowed from a sharp advance posted in the fourth 
quarter. 


...but growth may slow over the course of 
the year 


Higher mortgage rates, increased housing prices and 
recent weakness in sales of existing homes (albeit in 
comparison with record 1999 levels) all point to an 
unsettled outlook for the housing market. 


Residential construction activity was relatively flat in 
April, while sales of existing homes were down 8.4%. 
Housing starts declined in April for the fourth straight 
month, with part of the drop attributed to a strike in 
Toronto's construction sector. Despite these signs of 
weakness, residential building permits were up 9.0% in 
the first five months of the year compared to the same 


period last year. 


Real Investment in Residential Structures 
$92 Millions, SAAR (unless otherwise noted) 


1998 1999 1999 Q4 2000 Q1 

Residential Construction 41,523 44,259 45,760 46,844 
% change -2.0 6.6 11.8 9.8 
Construction by Business sector 41,277 43,983 45,496 46,572 
% change -2.0 6.6 He 98 
New Housing 20,701 22,258 23,472 23,652 
% change -3.5 To ifs: chy 
Alterations & Improvements 13,640 14,399 14,848 15,520 
% change 2.4 5.6 19.9 19.4 
Ownership & Transfer Costs TASZ 2S 7,440 (ou2 
% change -5.7 eal -23.2 ish 


Housing Activity 


$ Billions Units (000s) 
45 ee ; ae 
Residential Construction 

Left | 
14 ( i ) 175 | 
4 
: 43 150 | 
| 12 125 | 
41! Housing Starts (Right) 100 | 

40 auaptt . ar f=) 

1996 1997 1998 1999 2000 


0 i 


Monthly Housing Indicators 


Change since 


levels last last 
month year 
Residential Construction (1) 14,720 0.4% 8.7% 
($92M, factor cost basis) 
Building Permits, $M (2) 1,647 6.7% -1.7% 
ne Homes (2) 19.641 566 
Housing Starts, # of units (3) 139,300 -2,500 -12,400 
Newfoundland 800 -300 -600 
Prince Edward Island 400 0° -100 
Nova Scotia 2,800 -900 -1,800 
New Brunswick 1,400 -100 -1,800 
Quebec 16,500 -500  -7,200 
Ontario 57,200 4,000 -14,500 
Manitoba 1,600 300 -1,200 
Saskatchewan 2,500 500 -300 
Alberta 20,700 -4,300 -6,300 
British Columbia 12,100 -1,200 -1,900 


1 - April data; 2 - May data; 3 - June data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


% change, SAAR 


-15.1 


94 595896) 197598599 4 1 iz 3 4 1 


"Growth in Real Residential Construction 


MEI July 2000. —— na § 


, = ory 


ca as on: 


wtuyet on 
10 wa. ain) bb “fe 
ee (Fh evaliouemeive 
ar a ty ory | 
‘Wray. o wat (es Kul gahatoe a 
: LE a ee 
‘92 ie Fad) Ay ; thoarta mw 
Dadi COS. GRA dit elie el hace woud 
Ow " ous in aemcerpiats tent 
(My 0 Nip omdles wens, rte | 
Qui Fig ney, ound ey 
5, Ay on Pte aril eet 
wes. vos tHE i 
Wik ODN peaiiee’s 
: we oon! addtnvala 
a va eag,t wore Wid? ue 
‘or (nk: §6Gbt ee Are 
jie ey t+ wy), at iene ves ante 
: idle aneae amt qa! - vasren-ah gh 
¢/ie 25H bid aoe lit) Mm sea rolatel | ee ad 


oy eben wine oi {heed eng 


not witengy esrb Ign sl aan 
x Fie Ar ald 


* a 
. "a wwii at) 
tio 


74 
7 


bra sock Oriauud basset 

w tse) gerne Onlianes te eer sorte 
ne of sige Ne (eleva! GOT ty 

| ‘deity: m qoleuad on pr veo 


. NON Weviteley tew yiivites eleekiiehiies canals 
_8h.8 nwob sew damor gniilite te zetea stiriy GA 
Viptinte del ent iol INGA fi Ganive shel pias: 

"alta @ Oh bahidintis qoih arto tea RW inion — ©) 
ene port sfigead Hates Tonauianod eainoioT 

rn 0 oO Wiew ened ‘orueue! laynebies: 22arnieaw 
rriee. oe 4 rly wey et) 1a ertiqom evil May eit ‘ 
7 AH Me o> Ae ' » 1SoY taal bora | 
¢ 
: 


ii 
ih aed i f 


Aithas 


| elles  Homutourd winebiaatt nl tne 
ineson gee ¢ AAT 2 
6.0m ronm, i eet __._. eet — 
hedion a es esate OM OIE 
Ye - ee ae 
rig Aine | Chath» ee roa ai a 
ca eS 
mm 19 
oe ee le 
Y bat. act: Fige'! 
cra,t DS ee 
Oey i? oe ee iV 


THE ECONOMY pasa 
Trade and Competitiveness BEE 


| Merchandise Trade Flows and Balance 
$ Billions $ Billions 


Exports fall sharply in April... 


Sh) 


¢ Exports fell 3.0% in April after a significant rebound 
in March. Although most major commodity groups | 30.0 


registered losses on the month, the decline was led | Exports (L) aS 
by exports of Automotive Products, Energy Py 
Products, and Industrial Goods & Materials. The inports i 
drop in the value of Energy exports was due almost | =A 
entirely to lower prices rather than volumes. 208 

Trade Balance (R) 

* Imports declined by only 0.3% compared to a rise of 15.0 - 
3.7% the previous month. Declines in most major i, | | l\ Hh | | 
categories — notably Automotive Products — were “40.0 lt | | AN 
largely offset by increased imports of investment- ie 995 1996 NOST 28 Tae 
related machinery and equipment. Lower imports of ion ee ee Sera 
Automotive Products reflects the general weakening Canada-U.S. Unit Labour Cost Ratios 
of activity in the auto sector 5G ae Bates tis22s100) $US per $C 


A declining ratio represents improving Canadian competitiveness 


== Total Economy (L) 


...leading to a lower trade surplus feats = Brchange Rae) 


¢ As the drop in exports eclipsed the decline in 


imports, Canada's merchandise trade surplus fell to 


$3.2 billion in April. o0 


| 
if 
SSA. Famer = a oN Fhe 3 J Els = sate Roe ee ed = 
89 91 93 95 97 99 2a oe 4. cl 2 
99 00 
Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


Merchandise Trade 
April 2000 Levels ($ millions) | Year-to-date ($ millions) Change ($M) % Change 
March April 1999 2000 Mar to Mar to Apr 1999 to 
2000 2000 Jan-Apr Jan-Apr Apr 2000 Apr 2000 Apr 2000 
Exports 33,795 32,774 115,312 132,011 -1,021 -3.0 14.0 
to United States 28,877 28,428 98,730 113,306 -449 -1.6 14.9 
Imports 29,682 29,602 105,376 116,719 -80 0.3 12.6 
from United States 22,242 21,979 81,338 87,369 -263 -1.2 8.5 
Trade Balance 4,113 Sale 9,936 15,292 -941 
with United States 6,635 6,449 17,392 20,99r | -186 
Exports by Commodity 
Agriculture/Fishing Products 2,276 2,191 8,289 8,796 -85 =3.7 10.5 
Energy Products 3,576 3,310 7,662 13,732 -266 -7.4 52.4 
Forestry Products 3,503 Sos 12,538 14,069 32 0.9 9.3 
Industrial Goods & Materials 5,405 5,124 18,493 20,839 -281 -5.2 12:2 
Machinery & Equipment 8,393 8,275 27,557 32,242 -118 -1.4 19.3 
Automotive Products 8,289 7,907 31,693 32,856 -382 46 4.1 
Other Consumer Goods 1,160 1168 | 4,510 4,639 8 0.7 2.0 
Imports by Commodity 
Agriculture/Fishing Products 1,507 1,448 | 5,860 5,953 -59 -3.9 -1.8 
Energy Products 1,376 1,311 2,774 5,218 -65 47 61.5 
Forestry Products 262 255 888 1,000 -7 Doi 9.4 
Industrial Goods & Materials 5,964 5,918 20,125 23,092 -46 -0.8 18.0 
Machinery & Equipment 9,716 9,911 35,032 38,569 195 2.0 14.8 
Automotive Products 6,531 6,367 24,638 25,745 -164 2S 40 
Other Consumer Goods- 3,266 3,329 12,009 12,914 63 19 124 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Employment edges down in June... 


Employment edged down 14,000 in June, the first 
monthly drop since the beginning of 1998. Job growth 
averaged only 11,000 per month from April to June, 
compared to an average gain of 44,000 in the 
previous six months. 


All of the June job losses were in full-time employment 
(-25,000), as the number of part-time positions posted 
a slight increase (+11,000). Although it has still 
accounted for nearly all of the job growth over the past 
year, the pace of full-time job creation has slowed 
considerably in recent months. 


...but the unemployment rate remained 
unchanged at 6.6% 


The national unemployment rate held steady at 6.6% 
in June, the lowest level since March 1976. The 
modest drop in employment was offset by a decline in 
the number of job seekers (primarily youth). 


Despite sizeable job losses, the youth unemployment 
rate fell 0.7 percentage points to 11.8% in June. This 
fall was due to an even more dramatic reduction in the 
youth labour force. The adult unemployment rate rose 
slightly, as the increase in the number of new job 
seekers exceeded job gains. 


Labour Force Trends 


Employment 
80 Monthly change in thousands 
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64.0 


6.0 
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 


Levels Change since % Change since 
(in thousands) 1999 2000 2000 last last year-to- last last 
June May June month year date month year 
Employment 14,510.7 14,904.9 14,890.8 -14.1 380.1 143.3 -0.1 2.6 
Full-time OMe 12,199.3 12,174.0 -25.3 376.3 78.6 -0.2 3:2 
Part-time PETCNS HO) 2,705.5 2,716.8 TES 3.8 64.7 0.4 0.1 
Youth 15-24 220253 2,285.0 2,263.2 -21.8 60.9 OM -1.0 2.8 
Adult 25+ 12,308.4 12,619.8 12,627.6 7.8 319.2 134.3 0.1 2.6 
Self-employed 2,481.5 2,438.5 2447-5 -21.0 -64.0 -91.5 -0.9 -2.6 
Unemployment 1,170.8 1,056.6 VOSde2 -5.4 -119.6 -23.7 -0.5 -10.2 
Unemployment Rate “& 6.6 6.6 0.0 -0.9 -0.2 
Youth 15-24 iSe2 125 11.8 -0.7 -1.4 -1.3 
Adult 25+ 6.4 Sy) 5.6 0.1 -0.8 0.0 
Labour Force 15,681.5 15,961.5 15,942.0 -19.5 260.5 ASG -0.1 Ubi 
Participation Rate 65.5 65.8 65.7 -0.1 0.2 0.1 
60.6 Gilzo 61.4 -0.1 0.8 0.2 


Employment Rate 
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LABOUR MARKET TRENDS oy 


| ‘a d 
Industry Overview ie in 
Employment by major sector 
Job losses are concentrated in Wit ating ce eh 
Goods-producing industries... | 


' 106 =Total 

¢ Employment was down 41,000 in the Goods sector in —Goods 

June, led by losses in Manufacturing and Construction. | 104 Services 

Manufacturing has weakened considerably in recent | 

months, and Construction posted its fourth straight | 102 

monthly drop in employment. 

100 

* Employment was up 27,000 in the Service sector. The 

largest gains were posted by Management, | 98: 

Administrative & Other Support Services and Re a 2000 


Educational Services. Lower employment in the 

Transportation industry mirrors the slowdown in =. 53 eee ne sods BAe 

Manufacturing activity. Employ me niigrew Usb Wee bc slecol yas 
June 2000 (thousands) 


..and in the private sector 


-14.1 B 
Total : 
* Public sector employment rose 24,000 in June, piase 
bringing gains over the past year to 86,000. Although nee 4729 
the number of jobs in Public Administration is down, employees 41976 
gains have been recorded in Education and Health & 
Social Services. Self- 
employed -91.5; 
* By contrast, private-sector employment was weak in 
June. The number of paid employees in the private pete 
sector decreased by 17,000, and self-employment fell 
by 21.000. Ba month-over-month 


8 year-to-date 


Industrial Employment Trends 


(in thousands) Levels Change since % Change since 
1999 2000 2000 last last year-to- last last 
May June ear date month year 
Goods-producing 3,778.6 3,906.2 3,864.8 -41.4 86.2 -0.5 -1.1 Ps 
Agriculture 411.1 386.8 377.0 -9.8 -34.1 -22.1 -2.5 -8.3 
Natural Resources* 262.8 290.3 286.6 -3.7 23.8 11.3 -1.3 9.1 
Utilities 116.8 117.0 117.0 0.0 0.2 Pls 0.0 0.2 
Construction WHE 818.5 808.5 -10.0 36.3 aliest -1.2 4.7 
Manufacturing 2, 219:6 2,293.5 OTST | -17.8 60.1 76:5) 2 -0.8 2A 
Services-producing OMS 2Ai 10,998.6 11,026.0 27.4 293.9 143.8 0.2 Bf 
Trade 2,246.3 2,308.0 2,303.5 -4.5 Wiz 31.8 -0.2 ASS 
Transportation 743.7 790.7 780.0 -10.7 36.3 15.8 -1.4 49 
FIRE* 862.8 853.8 862.5 8.7 -0.3 -2.8 1.0 -0.0 
Professional/Scientific 898.4 935.2 933.5 -1.7 3s), 1| 7.0 -0.2 3:9 
Management/Administrative 5 ley, 532.6 550.7 18.1 39.0 S72. 3.4 7.6 
Educational Services 978.3 966.4 981.2 14.8 2.9 -20.5 | 1:5 OS 
Health Care/Social Assistance 1,451.3 1,547.4 1,543.4 -4.0 92.1 CIES -0.3 6.3 
Information/Culture/Recreation 623.0 659.2 663.2 4.0 40.2 27.0 0.6 6.5 
Accommodation & Food 916.7 974.0 974.1 0.1 57.4 Z2or5 0.0 6.3 
Other Services 724.0 678.9 689.0 10.1 -35.0 199 | th) 48 
Public Administration 775.8 1hS28 744.8 -7.5 -31.0 PEO) -1.0 -4.0 


“Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing, FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


Employment losses are widespread 
across the regions... 


¢ Employment was down in all provinces except Ontario 
and Manitoba in June. In percentage terms, the 
biggest job losses were in Prince Edward Island, 
Saskatchewan and Newfoundland. 


* Still, all provinces have registered employment growth 
on a year-over-year basis. 


...but unemployment rates hold steady in 
most provinces 


¢ There was little or no change in most provincial 
unemployment rates in June. The biggest increases 
were in Prince Edward Island and Saskatchewan, 
where employment was down sharply. 


* The biggest drop in unemployment rates was in 
Newfoundland, which also posted a substantial loss of 
jobs in June. However, these losses were more than 
offset by an even bigger decline in the labour force. 
Newfoundland's unemployment rate remains the 
highest among all provinces (15.4%). 


¢ The lowest unemployment rate was recorded in 


Manitoba. Rates tend to be lowest in the Prairies and 
Ontario, and tend to be the highest in Atlantic Canada. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 

2000 fsstmonth 

June (000's) % 
Canada 14,890.8 -14.1 -0.1 
Newfoundland 205.6 -1.7 -0.8 
P.E.1. 63.8 -1.8 -2.7 
Nova Scotia 419.8 -0.5 -0.1 
New Brunswick SSieZ -0.2 -0.1 
Quebec 3,446.1 -6.4 -0.2 
Ontario 5,846.7 8.0 0.1 
Manitoba 55570 0.8 0.1 
Saskatchewan 485.5 -4.4 -0.9 
Alberta 1,585.3 -5.8 -0.4 
BiG: iLebleS -2.1 -0.1 


Regional employment patterns 


January 1998 = 100 


A0e — Atlantic oe Ree 


— Prairies Bee 
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1998 1999 2000 | 
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Unemployment Rates -- June 2000 


%o 
15.4 


Unemployment rate (%) 


Change since Levels Change since 
last year last last 
(000's) % month year 
380.1 2.6 6.6 0.0 -0.9 
0.5 0.2 15.4 -0.7 -1.7 
PAS) 4.1 eS 1.0 -2.3 
92 Dee 8.4 0.2 -0.6 
6.0 1.8 10.2 0.0 1.4 
107.5 BV 8.4 -0.1 -1.0 
167.0 2.9 5.4 -0.1 -0.7 
11.1 2.0 4.4 -0.2 -1.3 
4.2 0.9 5.6 0.6 0.0 
24.4 1.6 5.0 OS -0.5 
47.6 PES) Oni -0.1 -2.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


' Commodity Prices ($U.S. basis 


Higher energy prices drive up inflation in 


May... | kB. Index, 1982-90=100 
' 420.0 Excluding energy 

¢ Consumer prices were up 2.4% in May ona 

year-over-year basis, boosted by a 14.1% increase in | 400.0 * 

energy prices. Higher mortgage interest costs and 

tuition fees also contributed to the rise in the CPI in 80.0 ne Wea 

May. These increases were partly offset by lower 2 Energy 

prices for fresh fruit, computer equipment and supplies, 60.0 - 


and purchases of automotive vehicles. 
| 40.0 
: : : | 995 1996 1997 1998 1999 20 
* Onamonthly basis, consumer prices increased 0.5% = s eile ae 


in May, mostly owing to higher prices for 


accommodation, fresh fruit and vegetables, gasoline, Consumer Prices 
tural gas and mortgage interest costs. 
Mea halos SSSA, BE Boe % Change since 
Index last last 
. - 1992= 
..but the "core" rate remains in the bottom eee eae 
- All items CPI 113.0 0.5 2.4 
of the official target range 
Food 112.1 0.7 0.9 
Shelter 107.8 0.3 Sut 
¢ Excluding energy, food and indirect taxes, the “core” Household operations 109.6 0.1 0.5 
rate of inflation was 1.3% in May, remaining near the Clothing & Footwear 104.7 -0.4 20.2 
bottom of the 1%-3% target range set jointly by the Transportation 129.9 05 A? 
Bank of Canada and the Department of Finance. Haaihie PersonalCare 412.4 05 15 
, ? aan Recreation, Educ. & Reading 122.7 1.4 2.6 
* Commodity prices were up re in June ona Moahole aotaces 97.4 06 29 
ie tele oS: AES DELS Mises he Mia> Excl. Food/Energy/Indirect Taxes 113.3 0.3 1) 
due to energy prices, which surged 58.8%. The index 
: : ; ye 3 Energy WAS fez 14.1 
excluding energy prices increased by only 2.7%, its 
smallest rise in a year. Commodity Prices (June) 
Index, 1982-90=100 dew 20 ist 
== ek De ee ee ASE ae ig Excluding Energy 109.6 -1.8 27 
Consumer Price Index 
Energy 118.3 ou 58.8 


% change, year-over-year 


a hoe Provincial CPI inflation -- May 2000 
Excluding Food, Energy and Indirect Taxes EE 


3.0 


Official Target Range: 1%-3% 


0.0 


-1.0 
1993 1994 1995 1996 1997 1998 1999) 2000 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


The Bank of Canada leaves its trendsetting rate unchanged in June... 


¢ After hiking rates 50 basis points in May, the Bank of Canada left its trend-setting Bank rate unchanged 
at 6.0% in June. This followed several economic reports which suggested that previous interest rate 
hikes and slower growth in the U.S. may have started to cool off the Canadian economy. 


e Market-determined short-term interest rates increased early in the month, reaching a peak of 6.0% on 
June 12. However, rates fell back to around 5.9% once fears of an interest rate hike at the end of the 


month were lessened. 


* The gap between Canadian and U.S. short-term interest rates was virtually unchanged in June, with 
Canadian rates 78 basis points below their American counterparts at the close of the month. 


...and long-term yields end the month at par with May's close 


* Long-term bond yields were relatively stable throughout most of June. The only exception was a 
short-lived run-up in yields that peaked at 5.7% on June 23. Long rates soon fell back again, however, to 


close out June at 5.6%, virtually unchanged from May. 


* Canadian long-term bond yields are currently below domestic short rates, and remain close to 40 basis 


points below comparable U.S. yields. 


Short-term Interest Rates 


Key Money Market Rates 


(end of 90-day spread Long spread 
; riod Corporate against | Bond against 
A 90-day Corporate Paper 6.25 Canada (daily) we ) Paper US. Yield U.S. 
1998 5.02 0.09 5I25 0.14 
, 1999 Boye 6040) 623" 02 
6 United States 6.00 
Jan 2000 5125 -0.64 6.27 -0.33 
‘ 5.75 Feb 6ste 0649) Ses" -031 
March 5.46 -0.72 5.84 -0.15 
: ; April 5.62 -0.64 5.92 -0.03 
aie \ts | ne May 698) \-O74 1 563). -0:39 
June 5.89 -0.78 5.61 -0.36 
5.25 
4 qe ge OF gy July 5 5.87 -0.75 Bios) -0.33 
000 St a Se oS 
1995 1996 1997 1998 1999 2 Fe Sy > 
A positive spread indicates that Canadian rates 
__ ae are above their U.S. counterparts. 
Long-term Bond Yields - 
Key Lending Rates 
10 Canada (dail : 
6.25 ~° Web (end of Prime 
Canada period) Bank Lending Mortgage Rate 
8 Rate Rate year Syear 
6-00 1998 525, i675" 620" * 660 
x 1999 5.00 650 . 7.35 8.25 
é 5.75 
Jan 2000 5.00 6.50 7.60 8.55 
Feb 5) 6.75 7.60 8:55 
ae 5.50 March 5:50 7.00 7.70 Sis) 
ae “e301 April 550m" 700. 7.708 8.36 
May 6.00 7500) 2630 8.75 
ED 
Moss Wi oSee* “oer iWita9s™ Ye98 SPeao0d tN Fee See aA June S00R HER oS 
F yh OP SS » 
z ° July 5 6.00 7.50 8.10 8.45 
12 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Canadian stock prices rebound in June... 


¢ The TSE 300 advanced 10.2% in June following declines in April and May. The index ended the 
month above the 10,000 mark and continued to trend up early in July, closing out July 7 at 
10,380. The TSE 300 has recorded a solid 20.2% gain since January, partly as a result of heavy 
foreign demand for Canadian stocks. This heavy demand may stem in part from the relatively 
poor performances of the major U.S. stock indices over this period. 


¢ The solid performance of the TSE 300 so far this year has brought the Canadian index almost at 
par with the Dow Jones. As of July 7, the TSE 300 was only 255 points below the U.S index, 
compared to a gap of 4,000 points one year ago. 


..and the Canadian dollar edges up 


* The Canadian dollar rebounded slightly from its recent downward trend in June, as an 
increasing number of investors have come to expect that interest rates will remain unchanged 
on both sides of the border. The Canadian dollar gained steadily throughout the first half of the 
month, reaching a high of $US 0.6821 on June 19. The dollar subsequently lost some of this 
momentum, closing at $US 0.6754 on July 7. 


Canadian dollar 


The Canadian Dollar 
(close) $uS index DM yen 
$US/$C 1992=100 Canada (daily) ! vs. vs. C-6 vs. vs. 
p35 82) 440.70 $Cdn (92=100) _ $Cdn_—‘$Cdn 
versus US dollar (L) 
0.80 —versus C6 index (R) 94 ne | 1998 O65220 78171) 1.082) 75:94 
1999 0.6929 82.67 1.313 69.66 
0.75 | 
0.68 | Jan 2000 0.6918 8415 1.333 72.77 
a | Feb 0.6898 84.39 1.370 75.43 
0.67 | March 0.6899 83.84 1.388 72.77 
A | April 0.6756 8347 1.409 71.90 
May 0.6682 82.37 1.442 72.41 
ae A aT June 0.6754 83.06 1.393 71.84 
0.60 74 av ae aC & ou RS) 
4993 1994 1995 1996 1997 1998 1999 2000 <3 PT RS ~S y j 
Zz 7 at be July 7 0.6751 
a nee ; nahi eee ye Key Stock Market Indexes 
Stock Market Indices Is E—E————rrecXcr SS 
| / change from 
12,500 baleee TSE 300 (daily) June last last 
: | Close month year 
s\n 10,400 
Prose 10,200 | TSE 300 10,195 10.2 45.4 
Dow Jones 2 10,000 Oil & Gas 7,480 AG Won 
bitte A a ENG r 296 i 9,800 Metals & Minerals 3,330 -7.2 -12.4 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The US economy continues to grow strongly in the first quarter... 


e Final estimates indicate that real GDP increased a solid 5.5% (annual rate) in the first quarter of 2000, 
building on a sharp 7.3% gain in the previous period. Production was boosted by strong increases in 
consumer spending and non-residential fixed investment. Lower inventory investment and an expanded 
trade deficit moderated overall growth. 


* After soaring to an all-time high in March (and for the first quarter of 2000), the U.S. trade deficit 
narrowed slightly to $30.4 billion in April. Lower imports (-0.2%) pulled down the deficit as exports were 
virtually unchanged from March. 


¢ U.S. employment rose 11,000 in June, the smallest increase in 4 1/2 years. Private-sector employment 
jumped up by 206,000, following a decline in May, but this was largely offset by a decline in government 
employment attributed to the departure of 190,000 temporary Census workers. The unemployment rate 
edged down to 4% in June. 


... but the Fed leaves interest rates unchanged 


* Inawidely anticipated move, the Federal Open Market Committee left interest rates unchanged at 6.5% 
at its June 28 meeting. The Fed cited some signs of a slowing economy, but signalled that it remained 
concerned over the outlook for inflation, leaving the door open for a rate hike at its August meeting. 


* For the most part, cost pressures remain in check. Producer prices were unchanged in May, consumer 
prices advanced 0.1% on the same month, while average hourly earnings rose 0.4% in June. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
See OSE IS cel eh ete hie a 
% change, SAAR ee Monthly change in thousands 
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COMING UP 


Key Future Data Releases and Planned Events 


CANADA 
CONSUMER PICS ING UNG ease ee area ce oct ac teat Vk aa nde asanteantincoans July 13 
intermatiOMal (rade MAY cc) set tent etc. ce eee ass a ceed: eaten es «eau: July 19 
Private and Public Investment Intentions — 2000 (revised) .............08. July 19 
Survey of Manufacturing — May .............:::ccceeeeeeeeseeetesseenseeeesereseseeeees July 20 
CIDP al TACltOh COSE— WAV ne eset ect eae eros eye sek seer enn eeate July 31 
BuSINGSS.G OMG IONS  SULV EV. — UI Ver Nee: core ese Sere etese eee e tas oenante aaa August 1 
Dabour Once SUIS Vi OUI Sete eh Pecans sen cecanen tennant ye dar prev qnene not ednan August 4 
Financial Statistics For Enterprises — 2nd Quarter 2000 ............ August 30 
National Economic & Financial Accounts — 2nd Quarter 2000 ........... August 31 
Balance of International Payments — 2nd Quarter 2000 ................... August 31 
Capacity Utilization Rates — 2nd Quarter 2000 ............. eee Sept 8 

UNITED STATES 
COnSUTACTAERTICS INGE Mas IMC Mrertge ob rh crac scat wunieree ee, cede ae enoome July 18 
intermsationealelibade: — May ie fetes: fay .hs soso an ceeas ceteccte om. ceeentnr May eee July 19 
GDP = 2nd Quarter 20008 AdVaNGe rca ee she cace See oe tanner July 28 
Employment Situation — July ..........00. cece ee ett tneeee August 4 
Federal Open Market Committee meeting ...............::- eee August 22 


Note: the July MEI uses data available as of July 7, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS 

% Change since 

last last 

month — year 
; Real GDP ($92 B) 779.9 0.6 4.8 May 
vs Output rebounds in May, boosted by a Goods 262.0 0.9 6.6 May 
recovery in the auto sector and mary ices oe 08) ey 
Composite Index 163.0 0.4 8.1 June 


strength in high-tech. 
Employment (000's) 14,874 -0.1 2.3 July 


ds Employment falls in July for the second Full-time 12,179 0.02.8 July 
HalGnt th ee C at Part-time 2,694 -0.8 -0.2 July 
straignt month, raising Canadas Unemployment* (%) 6.8 6.6 7.6 July 
unemployment rate to 6.8%. Youth* 12.6 11.8 13.9 July 
Adult* 56 56 6.3 July 
: ee, aoe. 

¥% CPI inflation rises to 2.9% in June. Still, _cprinfiation* faye | es 
excluding food, energy and indirect Retail Sales ($M) 22,675 0.4 62 May 
taxes, inflation stays within the bottom Housing Starts (000's) 165.0 22.2 13.9 July 
half of the official target range. Trade Balance* ($M) 3,748 2,957 2,465 May 
Exports 34,299 46 18.4 May 

¥ Canadian stocks continue to outpace see en a sae i 
U.S. equities, with the TSE 300 index ¥ 

surpassing the Dow Jones for the first 3-mth Corp. paper* (%) 5.90 5.89 4.91 Aug2 

time in over five years. Long bond yield* (%) 5.50 5.61 5.74 Aug 2 

. re y Canadian dollar* (US¢) 67.14 67.54 66.39 Aug4 

ws The U.S. economy sustains solid *Data in levels only — % change not reported. 


growth into the second quarter, with 
another surge in productivity. 


Pa 
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The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY pope 
Real GDP by Industry HEE 


Output advances in May... 


¢ Real GDP at factor cost increased 0.6% in May, rebounding strongly following a slight pause in the 
previous month. May's rise was attributed to strength in both the goods and services sectors, 
including a recovery in Manufacturing and strong performance from high-tech industries. 


...with gains across most major industry groups 


* Goods production increased 0.9% in May owing primarily to a sharp 1.7% rise in Manufacturing 
output. Higher automotive production played an important role in this rebound, but output in this 
industry is down 5.1% from its recent cyclical peak amid signs of moderating auto sales. Production 
of electrical and electronic goods was also higher, especially among manufacturers of 
telecommunications, computers and other related equipment. Construction activity was adversely 
affected by a cement drivers' strike in Toronto (this strike ended in mid-June). 


¢ Total output in the Services sector rose 0.5% in May, led by gains in Transportation and 
Wholesaling. While retail activity showed little change, Business Services rose 0.6%, driven by 
gains in computer and other high-tech consulting firms. 


| Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars) 
| 1.5 peenange May 2000 monthly % Change since last 
| Composite Leading $ millions change month year 
' Indicator i 
1.0 Total Economy 779,864 4672 0.6 4.8 
Business sector 649,866 4308 0.7 5.6 
0:5 : 
Goods 261,971 2.242 0.9 6.6 
0.0 Agriculture 13,761 “31 0.3 2.5 
Fishing & Trapping 756 7 09 -6.8 
Ds Logging & Forestry 4,739 24 4.9 
Mining* 29,286 175 2-06 11.4 
. . Manufacturing 143,745 2387 = 17 6.9 
“as aa 1999 2000 Construction 42,925 687. 20 4.0 
Other Utilities 26,759 469i“ si 18 6.6 
Real GDP by major sector Services 517,893 2460 05 3.9 
Ferien 1906 = 100 Transport & Storage 36,340 496 : 1.4 4.8 
Ta Communications 29,761 131 04 11.8 
. Ww Wholesale Trade 47,425 861, 41.8 3.8 
We Retail Trade 48,191 “To | 0.0 4.9 
119 <=Goods woof Finance & Insurance 44,284 58) 60.1 7.8 
— Manufacturing / om Real Estate &Ins. Agent 81,271 261 i 0.3 25 
Bt? — Services J Business services 46,652 304 0.6 8.4 
444 Government services 46,241 MAY 05 1.9 
| Education 40,584 63. a 02 0.4 
ia Health & Social Services 47,186 B50 0.4 
Pao; Accommodation & Food 19,816 A2e Fi eeaOd 1.1 
Other 30,142 59 0.2 1a 
1996 1997 1998 1999 2000 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 


Consumer Spending and Attitudes 


Consumer spending remains solid in the 


first quarter... 


« Real consumption rose 3.4% (annual rate) in the first 
quarter of 2000, just slightly below the increase posted 


in the previous quarter. 


¢ Even with a pause in auto sales, consumer spending 
was led by purchases of durable and semi-durable 


goods. 


A high volume of financial market activity 


boosted expenditures on financial, legal and other 


services for the fifth straight quarter. 


...but may ease in coming quarters 


Recent income gains should help support household 
spending. Indeed, personal disposable income was 
up 5.5% (annual rate) in the first quarter, marking the 
fourth consecutive quarter of growth above 4%. 
However, recent increases in interest rates and a 
slower pace of job creation have weakened consumer 
confidence somewhat. 


Retail sales increased 0.4% in May, led by gains in the 
Automotive sector. Still, sales over the April-May 
period averaged only 0.2% higher than in the first 
quarter. In other related indicators, an increase in 
auto sales is expected for June, but employment 
weakened considerably in June-and July. 


Real Consumer Spending and Household Finances 
$ Millions, SAAR (unless otherwise noted) 


1998 1999 

2eal Consumption (92$) 487,866 504,763 512,468 516,804 
% change 2.9 35 37, 3.4 
Jurable Goods 66,487 71,859 74,136 75,604 
% change 5.9 8.1 6:2 8.2 
Semi-Durable Goods 45,751 47,103 47,544 48,516 
% change 4.4 3.0 “0/3 8.4 
Nion-Durable Goods 120,795 123,344 124,580 125,012 
% change 17 24 SZ 1.4 
es 254,833 262,457 266,208 267,672 
a tetliel 2.5 at 4.2 22 
Disposable Income 567,960 590,608 600,560 608,680 
% change 3.9 4.0 4.5 5.5 
Saving Rate (%) ALS Sh Sie 3.4 
Debt-to-Income Ratio (%) 94.9 96.1 96.4 96.3 


Total Retail and Motor Vehicle Sales | 


ae $ Billions $ Billions 
; 7.0 
22.0 
Total Sales (Left) 6.3 
21.0 
20.0 55 
19.0 
Motor Vehicle Sales 
(Right) oe 
18.0 2 
97.0 bt trtnac Voto dstotastabastatd Dotted tice dade [nluisscnlvartetdnted Liou 4.0 
1996 1997 1998 1999 2000 


Retail Sales and Consumer Credit 


May 2000 % Change since 


last last 
$ millions month year 


Total Retail Sales (S.A.) 22,675 0.4 6.2 
Food 5,030 -1.3 25 
Drug Stores 1,129 0.1 2.6 
Clothing 1,230 0.6 2.0 
Furniture 1,251 -0.4 ibs} 
Automotive 9,065 1.5 At2 
General Merch. Stores 2,562 0.3 2.6 
All other Stores 2,408 0.8 1.8 

Total ex. motor vehicles 16,691 0.2 5.0 

Consumer Credit 179,718 12 O31 


(unadjusted) 
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THE ECONOMY 


Business Investment in Plant and Equipment Wreck 


Business investment advances strongly in 
the first quarter... 


Business investment in plant and equipment rose 11.2% 
(annual rate) in the first quarter, following an even larger 
surge in the fourth quarter. Spending on M&E increased 
10.5%, mainly on the strength of purchases of computers 
and other office equipment. 


Non-Residential Construction was up 12.5% on the 
quarter. Activity in the oil patch has been driven higher 
by rising energy prices. 


...and is well positioned for further growth 
throughout the year 


The investment outlook for the rest of 2000 is positive 
given strength in corporate operating profits and high 
rates of capacity utilization. Indeed, according to the 
most recent survey of investment intentions, investment 
in plant and equipment should increase 5.1% overall in 
2000. 


Imports of machinery and equipment increased 3.8% in 
May, building on a strong 2.0% rise in April. However, the 
strike by Toronto cement workers lowered non-residential 
construction activity by 2.7% in May. 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1998 1999 
BUSINESS INVESTMENT 

Machinery & Equipment (1992$) 65,357 75,557 
% change 9.0 15.6 
Non-residential Construction (1992$) 39,502 40,288 
% change 17 2.0 
Capacity Utilization (%, Non-farm goods) 83.3 84.8 
Capacity Utilization (Mfg. sector) 83.8 85.7 

CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 142,296.0 174,317.0 
% change -13.3 Jae} 
Profits - Non-financial industries 94,891.0 123,372.0 
% change -13.6 30.0 
Profits - Financial industries 47,406.0 50,945.0 
% change -12.5 This) 
Business Credit 686,869.4 717,831.1 
% change 10.0 4.5 


Investment in Plant and Equipment 
Index (1992Q1=100) % 
215 100 | 


= Machinery & Equipment (L) 
195 —Non-Residential Construction (L) 
Capacity Utilization (R) 
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1992 1993 1994 1995 1996 1997 1998 1999 2000 | 


*Conference Board of Canada | 


1999 Q2 1999 Q3 1999 Q4 2000 Q1 
15,396 76,508 81,248 83,304 
41.9 - 6.0 2.2 10.5 
39,956 40,200 41,040 42,264 
0.0 2.5 8.6 12.5 

83.8 85.7 86.5 87.6 
84.5 86.8 87.2 87.9 


170,760.0 181,716.0 189,792.0 213,156.0 


47.3 28.2 19.0 59.1 
117,724.0 129,740.0 135,332.0 147,744.0 
PALES) 47.5 18.4 42.0 
53,036.0 51,976.0 54,460.0 65,412.0 
105.3 -7.8 20.5 108.1 
7111;296.7 720,869.7 730,899.0 741,583.3 
dat Do) Sx/f 6.0 
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THE ECONOMY 
Housing 


The housing market posts a healthy 
gain in the first quarter... 


Investment in residential construction grew a solid 
9.8% in the first quarter of 2000, building on an even 
stronger advance in the previous quarter. 


Spending on alterations and improvements surged for 
the second consecutive quarter, and the resale market 
remained strong. However, new housing construction 
slowed from a sharp advance posted in the fourth 
quarter. 


..and the outlook for the rest of the year 
is positive 


Recent declines in mortgage rates, and continued low 
unemployment point to a generally positive outlook for 
the housing market. 


Although residential construction activity in May was 
affected by the Toronto cement workers’ strike, 
underlying fundamentals appear sound. Residential 
building permits are up 7.7% in the first half of 2000 
compared to a year ago. Moreover, with the resolution 
of the Toronto strike in mid-June, housing starts 
bounced back strongly from four straight monthly 
declines. 


Real investment in Residential Structures 


Residential Construction 41,523 44,259 45,760 ; 
% change -2.0 6.6 11.8 
Construction by Business sector 41,277 43,983 45,496 : 
% change -2.0 6.6 12.1 
New Housing 20,701 22,258 23,472 ; 
% change -3.5 “Lo PACS) 
Alterations & Improvements 13,640 14,399 14,848 
% change 2.4 5.6 19.9 
Ownership & Transfer Costs 7,182 7,259 7,440 ; 
% change -5.7 151 -23.2 Shy) 


$92 Millions, SAAR (unless otherwise noted) 


1998 1999 1999 Q4 


Housing Activity 
$ Billions 


Residential Construction 
(Left) 
Ss 


1996 


Housing Starts (Right) 


0 


AQ i ttetotaes Lb dt Wicd ta teede da teabe tide Wijadeddeel a onsale Lain dace 75 


Monthly Housing Indicators 


levels 
Residential Construction (1) 14,225 
($92M, factor cost basis) 
Building Permits, $M (2) 1,730 
Sales of Existing Homes (2) 19.358 


(# of units) 


Housing Starts, # of units (3) 165,000 


Newfoundland 1,400 
Prince Edward Island 400 
Nova Scotia 3,700 
New Brunswick 1,900 
Quebec 21,400 
Ontario 80,700 
Manitoba 1,500 
Saskatchewan 2,200 
Alberta 20,000 
British Columbia 11,300 


1 - May data; 2 - June data; 3 - July data 


Change since 


last last 
month year 
-3.0% 4.0% 
4.8% 1.5% 

-223 

30,000 20,100 
600 500 
0 -100 
900 ~=1,400 
500 -200 
4,900 3,100 
23,500 20,600 
-100  -1,100 
-300 -1,100 
-700 -100 
-800 -2,600 


Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Growth in Real Residential Construction 


% change, SAAR 
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THE ECONOMY see. 
Trade and Competitiveness aes 


Merchandise Trade Flows and Balance 


Exports outpace imports in May... vg SBllions $Billions | 

¢ Exports rebounded 4.6% in May, boosted by higher 
sales of M&E, metals and crude oil. The rise in M&E eee ve 
exports reflects an increase in the export of tae te 
high-tech equipment (telecommunications 25.0 
equipment, computers, and electrical and electronic Imports (L) 5.0 
components). ae | 

Trade Bal R 

¢ Imports increased by 2.4%, led by advances in eWay ve 2.5 
investment-related M&E and Energy Products. => | | ly | wll | 

¢ Recent increases in both exports and imports of 10.0 5 meee MA 0.0 
Energy Products are due mainly to higher prices for : a itl alae 


crude oil. Similarly, the increased value of trade in 
Industrial Goods & Materials reflects an increase in 
the price of metals. 120 


Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 
A declining ratio represents improving Canadian competitiveness 


== Total Economy (L) | 
--~ Manufacturing (L) 1.1 
[}] Exchange Rate (R) 


...leading to a higher trade surplus 


100 
* With exports rising faster than imports, Canada’s 
merchandise trade surplus rose to $3.7 billion in rr i Se a 
May. | | —— 


89 91 93 95 97 99 2 34 4 2 
i499) 200 | 
Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


May 2000 Levels ($ millions Year-to-date ($ millions Change ($M) % Change 
April May Apr to Apr to May 1999 to 
2000 2000 May 2000 May 2000 May 2000 
Exports 32,794 34,299 144,279 166,489 1,505 4.6 18.4 
to United States 28,401 29,610 123,569 143,091 1,209 4.3 19.2 
Imports 29,837 30,551 131,878 147,593 714 2.4 15.3 
from United States 22,020 22,143 101,688 109,549 123 0.6 8.8 
Trade Balance 2,957 3,748 12,401 18,896 791 
with United States 6,381 7,467 21,881 33,542 1,086 
Exports by Commodity 
Agriculture/Fishing Products 2,211 2,299 10,456 11,110 88 4.0 6.1 
Energy Products 3,289 3,623 10,172 17,408 334 10.2 44.3 
Forestry Products 35539 3,525 15,714 17,582 -10 0.3 11.0 
Industrial Goods & Materials 5,142 5,527 23,068 26,414 385 75 20.8 
Machinery & Equipment 8,305 8,997 34,166 41,368 692 8.3 36.1 
Automotive Products 7,901 7,928 39,351 40,750 27 0.3 35 
Other Consumer Goods 1,174 1,198 5,608 5,850 24 2.0 9.1 
Imports by Commodity 
Agriculture/Fishing Products 1,455 1,510 328 7,478 55 3.8 29 
Energy Products 1,437 1,642 3,540 7,013 205 14.3 114.4 
Forestry Products 256 259 1,108 1,260 3 eZ Lik 
Industrial Goods & Materials 5,931 5,972 25,104 29,076 41 0.7 19.9 
Machinery & Equipment 9,974 10,354 43,773 49,043 380 3.8 18.5 
Automotive Products 6,369 6,451 30,827 32,190 82 1.3 4.2 


Other Consumer Goods 3,328 3,304 15,050 16,217 -24 -0.7 8.6 
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LABOUR MARKET TRENDS TG 
Employment and Unemployment 4 
‘Employment 

Employment declines further in July... go Monthly change in thousands 


¢ Employment fell by 17,000 in July, marking the 
second straight monthly decline. After rising strongly 
at the end of 1999 and through the first quarter of 
2000, employment growth has weakened 
considerably over the past four months. 


* Losses in part-time employment (-23,000) were 
responsible for the overall decrease as full-time 
employment rose marginally (+5,000) in July. This is 
in sharp contrast to June, when full-time employment 
was the main contributing factor to job losses. 


... pushing the unemployment rate up to 
6.8% 


* The national unemployment rate increased 0.2 
percentage points to 6.8% in July, driven by lower 
employment for adult women and a strong rebound in 12.0 
labour force participation among youth. The 
unemployment rate for adult women rose 0.3 11.0 
percentage points to 5.7%. Despite job gains, a sharp 
rise in participation pushed the youth unemployment | 10.0 
rate up by 0.8 percentage points to 12.6%. 


67.0 
Unemployment Rate (L) 


66.0 


* Employment for adult men increased slightly in July, 
but a drop in the labour force lowered the employment 8.0 
rate 0.3 percentage points to 5.5%. 


65.0 


Participation Rate (R) 


n 


1998 1999 2000 


6.0 [Une Pee UN Uny UR PUPU Pen CRORPRPUPSNY RUE LONE CM CR ERY S een U ROU con 
1991 1992 1993 1994 1995 1996 1997 


Labour Force Trends LoS Se 


Levels Change since % Change since 

(in thousands) 1999 2000 2000 last last year-to- last last 

July June July month year date month year 

Employment 14,544.2 14,890.8 14,873.5 -17.3 329.3 126.0 -0.1 23 

Full-time 11,845.9 12,174.0 12,179.2 9.2 333.3 83.8 0.0 2.8 

Part-time 2,698.4 2,716.8 2,694.3 -22.5 4.4 42.2 -0.8 -0.2 

Youth 15-24 2,210.9 2,263.2 2,274.7 Along 63.8 20.6 0.5 29 
Adult 25+ 12,333.3 12,627.6 12,598.8 


Self-employed 2,457.4 2,417.5 2,409.1 
Unemployment 1,190.8 1,051.2 1,077.1 25 -9.5 
Unemployment Rate 7.6 6.6 6.8 0.2 -0.8 0.0 

Youth 15-24 13.9 11.8 12.6 0.8 ={3 -0.5 

Adult 25+ 6.3 5.6 664. 0.0 -0.7 0.0 
Labour Force 15,735.0 15,942.0 15,950.6 8.6 215.6 128.3 0.1 1.4 
Participation Rate 65.6 65.7 65.6 -0.1 0.0 0.0 
Employment Rate 60.7 61.4 61.2 -0.2 0.5 0.0 
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LABOUR MARKET TRENDS 
Industry Overview 


Job losses remain concentrated in ie ee 
Goods-producing industries... 


106 =Total 
¢ Employment was down 16,000 in the Goods sector in poste 


July, with job losses reported for all major categories se anaes 
except Construction. The gain in Construction follows 
four consecutive declines, and Manufacturing 102 
employment fell for the second month in a row. 
100 
¢ Employment was little changed overall in the Service 
sector. Losses in Health Care & Social Services and pe Geogh ae alae | 


‘Employment by major sector f hex | 


Educational Services were largely offset by job gains in 
Finance, and Professional, Scientific & Technical 


SENVICGS 9 CC 


aS employment in both the public and July 2000 (thousands) 


private sectors falls Total pie 


¢ Public sector employment fell 5,000 in July, reflecting 
losses in Educational Services and Health Care & vate 
5 ; employees 
Social Services. 


Employment growth by worker category 


Self- 
¢ Private sector employment fell for the second straight employed 
month in July, with losses in self-employment and the 
number of paid employees. Public 
sector 
| & month-over-month | 
| 8 year-to-date 

Industrial Employment Trends 
(in thousands) Levels Change since % Change since 

1999 2000 2000 last year-to- last last 

Jul June Jul ear date month ear 
Goods-producing 3,788.8 3,864.8 3,849.1 -15.7 60.3 -16.2 -0.4 1.6 
Agriculture 409.4 377.0 368.9 -8.1 -40.5 -30.2 -2.1 -9.9 
Natural Resources* 260.4 286.6 284.9 -1.7 24.5 9.6 -0.6 9.4 
Utilities 117.4 117.0 115.8 -1.2 -1.6 0.4 -1.0 -1.4 
Construction 770.9 808.5 825.4 16.9 54.5 18.0 2.1 | 
Manufacturing 2,230.6 2215 2,254.1 -21.6 23.5 -14.1 -0.9 Ad 
Services-producing 10,755.5 11,026.0 11,024.4 -1.6 268.9 142.2 -0.0 25 
Trade 2,244.4 2,303.5 2 Sided 8.4 67.5 40.2 0.4 3.0 
Transportation 751.4 780.0 TGA -2.9 Zo: 12.9 -0.4 3.4 
FIRE* 858.3 862.5 876.5 14.0 18.2 Ade 1.6 2.1 
Professional/Scientific 912.6 933.5 948.4 14.9 35.8 21.9 1.6 3.9 
Management/Administrative 520.8 550.7 551.9 1.2 344 34.4 0.2 6.0 
Educational Services 982.9 981.2 961.1 -20.1 -21.8 -40.6 -2.0 -2.2 
Health Care/Social Assistance 1,445.6 1,543.4 1,518.6 -24.8 73.0 46.7 -1.6 5.0 
Information/Culture/Recreation 636.5 663.2 664.7 AS 28.2 28.5 0.2 4.4 
Accommodation & Food 913.7 974.1 970.8 -3.3 Sia 20.2 -0.3 6.2 
Other Services 713.8 689.0 700.3 1123 -13.5 -8.6 1.6 -1.9 
Public Administration 775.6 744.8 743.2 -1.6 -32.4 -24.6 -0.2 -4.2 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


Most provinces experience falling 
employment in July... 


e Employment was down in seven of ten provinces in 
July, with the largest job losses in percentage terms 
posted by Newfoundland, British Columbia and 
Alberta. Among the three remaining provinces, 
Ontario posted the largest increase, while employment 
edged up in PEI and holding steady in Nova Scotia. 


..and higher unemployment rates 


¢ Unemployment rates were higher in all provinces 
except Ontario and Saskatchewan. The biggest 
increases were in PEI and Nova Scotia — both up 0.8 
percentage points — sparked primarily by a rise in 
labour force participation rather than job losses. 


* Newfoundland's unemployment rate rose 0.7 
percentage points to 16.1%, the highest among the 
provinces. 


* Manitoba continues to have the lowest provincial 
unemployment rate at 5.1%. Rates tend to be lowest 
in the Prairies and Ontario, and highest in Atlantic 
Canada. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
2000 last month 

July (000's) %, 
Canada 14,873.5 -17.3 -0.1 
Newfoundland 201.5 -4.1 -2.0 
P.E.1. 63.9 0.1 0.2 
Nova Scotia 419.7 -0.1 -0.0 
New Brunswick 333.4 Die 0.7 
Quebec 3,440.4 -5.7 -0.2 
Ontario 5,876.1 29.4 0.5 
Manitoba 554.3 -1.0 -0.2 
Saskatchewan 483.8 -1.7 -0.4 
Alberta POs: -13.9 -0.9 
B.C. 1,929.0 -22.5 -1.2 


Change since 


Regional employment patterns 


January 1998 = 100 


a — Atlantic 


—Prairies 


January 1998 = 100 
110 2 


~~ Quebec 


107 == Ontario 


104 
101 


OS) acta car ion imran ars eatemrnde 
1998 


Unemployment Rates -- July 2000 
% 


Levels 


last year last 
(000's) % month 


329.3 
-5.2 
2.3 
11-2 
5.6 
81.7 
176.7 
1373 
2S 
10.7 
30.3 


2.3 6.8 0.2 
-2.5 16.1 0.7 
3.7 12.3 0.8 
Pol 9.2 0.8 
late 10.3 0.1 
2.4 8.8 0.4 
3.1 5.3 -0.1 
2.5 5.1 0.7 
0.5 5:3 -0.3 
0.7 5:2 0.2 
1.6 ies 0.4 


Unemployment rate (%) 


Change since 
last 
year 


-0.8 
-1.0 
2 

0.0 

0.8 
-0.5 
-1.0 
-0.7 
-0.5 
-0.4 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation rises to 2.9% in June... 


Consumer prices were up 2.9% in June on a 
year-over-year basis, the biggest increase since 
March. Higher energy prices were the main 
contributors to June's inflation, including a 30.5% 
jump in gasoline prices compared to last year. 
Increased mortgage interest costs and tuition fees 
also put upward pressure on inflation. Prices for fresh 
fruit, automobiles and computer equipment & supplies 
were down in June, partly offsetting higher prices 
elsewhere. 


Prices rose 0.6% from May to June, the second 
consecutive monthly increase. 


..Dut the "core" rate remains in the 
bottom half of the official target range 


Excluding energy, food and indirect taxes, the "core" 
rate of inflation was 1.4% in June, well within the 
bottom half of the 1%-3% target range set jointly by 
the Bank of Canada and the Department of Finance. 


Commodity prices were up 10.1% in July on a 
year-over-year basis. Energy prices surged 41.3%, 
while prices for all other commodities fell 2.0%. 


Commodity Prices ($U.S. basis 


Index, 1982-90=100 


140.0 


420.0 Excluding energy 
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Consumer Price Index 


S % change, year-over-year 


= All items 


~~Excluding Food, Energy and Indirect Taxes 
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Consumer Prices 


June 2000 % Change since 
Index last last 

(1992=100) month year 

All items CPI 113-7 0.6 2.9 
Food 112.9 0.7 13 
Shelter 108.1 0.3 32 
Household operations 109.9 0.3 0.6 
Clothing & Footwear 104.6 -0.1 0.1 
Transportation 131.8 fiES 6.5 
Health & Personal Care 111.9 -0.2 1.3 
Recreation, Educ. & Reading 123.9 1.0 27 
Alcohol & Tobacco 97.9 0.5 3.4 
Excl. Food/Energy/Indirect Taxes 113.6 0.3 1.4 
Energy 128.4 3.8 19:3 

Commodity Prices (July) 

Index, 1982-90=100 110.0 -2.5 10.1 
Excluding Energy 108.2 -1.5 -2.0 
Energy 413.5 -4.4 41.3 


Provincial CPI Inflation -- June 2000 


AD 


i 


oa S = 


iwte out fer tt 
9 ed © 


ta 

es t : 
siitrawe wos 
ine oq on) {vi 
dn Nhowasnt (GAD ncilive): 
ae a See 


_ \ ar teyiel | 
sll 


, | seralictaldy aiianes: et! A ee roenibre aia 
— an ee realy x) gre) abrtlive ow wre (i Mbt. of Ue a 
. . thdavignni vise | len ete forpnet none. spite sBerywnlde 
‘ | * ay Re / sara ae OT | i * 
.¢ elk is oe | on | radii | : : 
. wa : = Oferws , WG PAL fil # Of Oi ibe bs cast 
. ma hes we pena cients cyaatatl ee 
eo J r~% i tnd : 
| an 5°04 He” gealiberrinyes qaiito lie Wh ks 
USNS D iia ' 
| [uf 2p ah oy ppg 3 "ase A oa 
aur? ‘fl Cai | Ee 
ye we Wor ie iredeiieeer a — om Spe 
f a! cen id lage ee CoS nent 
; ” Voawe Over Nm Aaagrveey. 
DUS Gari « Ae So i cur ny WR er on 


i vi i? 
, ef A ne ali hqueP inion cB 


PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Short term interest rates are virtually unchanged in July... 


¢ The Bank of Canada has held firm since last raising its trendsetting Bank rate 50 basis points in 
May. Recent data provide no clear evidence concerning the strength of the economy or inflationary 
pressures, leaving investors uncertain as to whether or not the Bank will need to raise interest 


rates in the near term. 


¢ As aresult, market-determined short-term interest rates have been quite stable, hovering around 
the 5.9% mark through most of June and July. Canadian short-term interest rates closed 71 basis 
points below comparable U.S. rates on August 2. 


..but long-term yields edge down 


¢ Long-term bond yields increased slightly in the first two weeks of July, but subsequently reversed 
course. Long rates ended August 2 at 5.5%, down slightly from June's close and below domestic 


short-term rates. 


¢ However, the gap between Canadian and U.S. long term interest rates narrowed somewhat in 
July, with Canadian rates closing 27 basis points below comparable U.S. yields on August 2. 


i 


Short-term Interest Rates 
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United States 
peoveett acter anf nat gerne, 


Canada 


ln. ee 
‘ | ooo” St 


EAE Matincsssione 
1995 


1996 


wattiati hed dete dd ded Dita A Lede beta Adabicte dA Delete ddd tort tte teibed ed dated 
1997 1998 1999 2000 


Long-term Bond Yields 


10 


dail 
As Canada (daily) 


Key Money Market Rates 


(end of 90-day spread | Long spread 
period) Corporate against Bond against 
Paper U.S. Yield U.S. 
1998 5.02 0.09 5:23 0.14 
1999 S27 -0.49 6.23 -0.22 
Feb 2000 5731 -0.64 5.83 -0.31 
March 5.46 -0.72 5.84 -0.15 
April 9.62 -0.64 5.92 -0.03 
May 5.98 -0.74 5.63 -0.39 
June 5.89 -0.78 5.61 -0.36 
July 5.88 -0.71 0.99 -0.27 
Aug 2 5.90 -0.71 5.50 -0.27 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


end of Prime 
Canada ( . Bank Lending Mortgage Rate 
period) 
8 Rate Rate 1 year 5 year 
1998 5.25 6.75 6.20 6.60 
i §.75 
pared states 4999 600 650 735 825 
4 
Feb 2000 5.25 6.75 7.60 8.55 
* il i 5.50 March 5.50 7.00 7.70 8.35 
|| ih 1. April 5.50 7.00 7.70 8.35 
; l ss RE orig ec IPN ec As May 600. 7.50 . 830. 8.75 
June 6.00 7.50 8.10 8.45 
> ee Li vinta nnn Lanai cis Lavi cca ene en eee oka. 
1995 1996 1997 1998 1999 2000 ee ® a A July 6.00 7.50 7.90 8.25 
Ro vy » » ” 
_ wes iy me) pets Aug 2 6.00 7.50 7.90 8.25 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The TSE 300 edges higher in July... 


¢ Better-than-expected earnings reports from Canada's high-tech sector boosted the demand 
for technology stocks and propelled the TSE 300 index above 10,900 for the first time ever 
on July 26. Stock prices subsequently fell back with the release of more disappointing 
reports from some high-tech firms, but the TSE 300 still gained 2.1% overall in July. 


* By comparison, the U.S. Dow Jones Industrial Average rose 0.7% and the S&P 500 fell 
1.3% in July. So far this year, the value of the TSE 300 has gained more than 25% while the 
Dow Jones has lost 5.9%. Indeed, the level of the Canadian stock index surpassed the Dow 
Jones for the first time since March 1995 on July 17. 


...While the Canadian dollar is down slightly 


* The Canadian dollar gained strength through most of July, rising above $US 0.68 on July 
24. However, the currency lost ground late in the month, closing out at $US 0.6725, down 
slightly from June's close. Uncertainty surrounding the near-term outlook for domestic 
interest rates (particularly relative to U.S. rates) explains much of the dollar's volatility 
throughout the month. 


/Canadian dollar The Canadian Dollar 


(close) $US index DM yen 
as $US/$C 1992=100 98 Canada (daily) vs. vs. C-6 vs. vs. 
a $Cdn _(92=100) _$Cdn _‘$Cdn 
= versus US dollar (L) 
—versus C6 index (R) 1998 0.6522 78.71 1.082 75.91 
0.69 
1999 0.6929 82.67 dots 69.66 
0.68 Feb 2000 0.6898 84.39 1.370 75.43 
March 0.6899 83.84 1.388 MOTE 
alee April 0.6756 8347 1.409 71.90 
May 0.6682 82.37 1.442 72.41 
June 0.6754 83.06 1.393 71.84 
ae VGA Ar hig a ar July 06725 8317 1410 § 73.23 
1993 1994. 1995 1996 1997 1998 1999 2000 So Se = © 
Aug 4 0.6714 


Key Stock Market Indexes 


Stock Market Indices 
% change from 


12,500 balene TSE 300 (daily) July last last 
41,000 Close month _ year 
10,800 
10,000 40,600 TSE 300 10,406 2.4: 400 
Dow sones 40,400 Oil & Gas 7,029 6.0: 103 
industrial Ays'age 40,200 Metals & Minerals 3,392 19  -10.0 
7.500 10,090 Utilities 14,247 03° 728 
; 9,800 
9.600 Paper & Forest 4,909 -0.7 -2.0 
9,400 Merchandising 5,268 1:2 -0.9 
9,200 Financial Services 8,529 1.8 16.0 
5,000 E 300 , , 
i 9,000 Golds 3,958 -11.2 -21.5 
pat Price-Earnings Ratio* 30.3 0.0 3:7 
2,500. breereretereioneaats We) Saas 
1993 1994 1995. 4996. 4997 | 4998 “4999 “2000 we s ys S&P 500 1,431 -1.6 es 
= a = SS Dow Jones 10,522 0.7 =1:3 
*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy grows strongly in the second quarter... 


¢ Advance estimates suggest that U.S. real GDP surged 5.2% (annual rate) in the second quarter of 
2000, building on a downwardly-revised 4.8% increase in the previous quarter. Solid gains in 
non-residential fixed investment, consumer spending on services, and inventory investment more 
than offset strong import growth and a slowdown in purchases of durable goods. 


¢ However, U.S. employment decreased by 108,000 in July — the first drop since January 1996 — as 
higher private-sector employment could not offset a decline in government employment attributed to 
the departure of temporary Census workers. July's unemployment rate was unchanged at 4.0%. 


¢ The US. trade deficit soared to a record $31.0 billion in May, with exports falling more rapidly than 
imports. 


.. but recent data on costs lower expectations of a rate hike 


* Consumer and producer prices were both up 0.6% in June, due mainly to a 5.6% jump in energy 
prices. Excluding food and energy, producer prices fell 0.1% on the month while the CPI increased 
only 0.2%. 


* Productivity rose 5.3% (annual rate) in the second quarter of the year. Combined with a deceleration 
in the employment cost index, this stronger-than-expected result has eased fears that the Federal 
Reserve will raise interest rates soon. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR e06 Monthly change in thousands 


iieiconsumer Price Inflation ne i U.S. Unemployment & Participation Rates 


r) e % ¥, ‘ 
A % change, year-over-year Ay ee 


Unemployment Rate 
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68 
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~~Excluding Food & Energy 


— Total 
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COMING UP 
Key Future Data Releases and Planned Events 


CANADA 
SUEY Ol WAMU ACLU 2 x IMC ta ethtes sceteslimes tans csiocslacnndaaened snvorercracsse August 16 
ONSUIMCE NCO INCOX UN View tee rete fetes yas reee rasta dius csdngandusvangmenasee August 17 
NAOT AOMA PPADS = UO imetr ie gitis ocean egecnc-bass45saccbesguvcowshdenapeaass August 18 
Financial Statistics For Enterprises — 2nd Quarter 2000 .................... August 30 
GDR Altace COst Ui Girt rere pert a vertretertunsssiuu eeepc ee ty acres August 31 
National Economic & Financial Accounts — 2nd Quarter 2000 ........... August 31 
Balance of International Payments — 2nd Quarter 2000 ..................5 August 31 
ADOUI ORC St OUIN CY — AUGUST rei tiete rs ....scretsde ses cuctescaceeecncrenmennensyeee September 8 
Capacity Utilization Rates — 2nd Quarter 2000 ..........eeeeeeeeteeteeeeees September 8 
BUSINESS IZ OMOIIONS SUIVEY —OCLODEN o.ccss ces sdeesesmcsssnecessonevenemecenct es November 2 


UNITED STATES 


OMSUPICT MICS INS SULLY 5 rect csetts ae tsa tenes aaa a sntdas could ln oawermnptvcien tne August 16 
ntGrmalioniall [TAGS — US ae tite 2c hs suds wnpennsuasceveesetc lyvseameencdses anegee August 18 
Federal Open Market Committee meeting ...............:ceeeeceeeeeeeeeseenseees August 22 
GDP = nd Quarter 2000F Preliminary coer osce stator aces cerns ten tree ee August 25 
Employment Situation — AUQUSE ..............cescceeeeteeeeeeneeeresneeeeesseneeeees September 1 


Note: the August MEI uses data available as of August 4, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS : 
% Change since 

last last 

month year 
: Real GDP ($92 B) 783.3 0.4 4.7 June 
ve Real GDP advances 4.7% in the second Goods 263.0 04 5.9 June 
quarter, boosted by strength in the Services 5203 (04 #1 June 
Composite Index 163.8 0.4 8.0 July 


high-tech sector. 


Employment (000's) 14,901 0.2 2.4 Aug 
Although employment rebounds in Pullstime 12,162 800 30 Aug 


A Coda’ | a Part-time 2,718 0.9 -0.2 Aug 
VALS babs , Canada s unemployment rate Unemployment* (%) 7.1 6.8 7.7 Aug 
rises to 7.1%. Youth* 13.0 126 13.5 Aug 
Adult* 5.9 5.6 6.6 Aug 

& CPI inflation hits 3.0% in July, with Cel inflation® 50 29 18 July 
higher energy prices accounting for Retail Sales ($M) 22,893 0.8 6.3 June 
over half of the overall increase. Housing Starts (000's) 146.0 -11.8 -0.5 Aug 
Trade Balance* ($M) 4,955 4,035 2,758 June 

Canada's trade surplus reaches a Exports 35,341 2.3 19.5 June 

7 5 ided by hiqher Imports 30,386 -0.4 13.3 June 

record high in June, aid yg M&E 10,212 -2.5 13.0 June 


energy prices. 
3-mth Corp. paper* (%) 5.86 5.88 4.87 Sept6 


js 4 Ss 00 Long bond yield* (%) 5.51 5.55 5.68 Sept6 
road prec boll i ada ohne See Canadian dollar* (US¢) 67.69 67.25 67.00 Sept8 
to new highs in August. 7 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (ME!) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY gossne 
National Economic and Financial Accounts -- 2nd Quarter, 2000 1 Weck 


The economy expands at a solid pace in % change, SAAR 


the second quarter... 


e Real GDP rose a stronger-than-expected 4.7% 
(annual rate) in the second quarter of 2000. This 
marks the 20th straight quarterly increase in output, 
and represents the longest consecutive string of 
gains since the 1960's. 


* The high-tech sector was a major source of strength iy cere Sateen Sia eee A parece ey? 
for the economy, accounting for roughly half of the ; 


total increase in output. : : 
GDP and Final Domestic Demand 


* Final domestic demand posted another solid * Bitions 


advance, with particularly strong growth in 
investment in high-tech equipment. Consumer 850 
spending was also strong, supported by high levels 
of consumer confidence. 


; 900 


800 


750 
Final Domestic 


¢ Exports advanced at a healthy pace, rising 8.5% Demand 


(annual rate) in the second quarter. With imports 
growing at an even faster pace (+10.2%), however, Sa aimee 
Canada's real trade surplus fell. 


700 


Growth in Personal Income 
% change, SAAR 


... Supporting growth in personal income and 
corporate profits 


¢ Personal income was up sharply in the second 
quarter, boosted by a 10.4% surge in labour income. 
Federal pay equity payments accounted for just under 
half of the overall increase in labour income. 


¢ Higher incomes raised the saving rate to 4.4%, up — 
from a revised 3.9% in the first quarter of the year. seer AP akan or oem Bay hee | 
Although the household debt-to-income ratio edged 


down to 95.1% in the second quarter, household debt 


ate Personal Debt and Saving Rate 
levels still remain high. 


100” Ratio of household debt : 
* Growth in corporate operating profits slowed to 6.8% Waves to income (L) 14 
(annual rate) in the second quarter, following average | md 42 
gains of just over 30% in the previous six quarters. 90 40 


Higher commodity prices and strong demand for 
manufacturing products continue to support profit | 
growth. 80 


85 


Personal saving 


ye rate (R) 
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THE ECONOMY pone 
Real GDP by Industry | | Weeck 


Output growth slows in June... 


¢ Real GDP at factor cost increased 0.4% in June, down from growth of 0.7% in May. Excluding the 


manufacturing and wholesaling of computers and peripheral equipment, output growth would have 
been a more modest 0.2%. 


...led by sharp gains in Manufacturing and Wholesaling 


¢ The 0.4% increase in Goods production reflects mainly a sharp rise in Manufacturing, which 
benefited from strong foreign demand for electrical & electronic goods, and motor vehicle parts. 
The settlement of a strike by Toronto cement truck drivers gave rise to a 0.6% rebound in 
Construction output. 


¢ Total output in the Services sector rose 0.4% in June. A strong gain in Wholesaling resulted from a 
sharp rise in computer and software distribution, while continued strong growth in Business 
Services also contributed to growth. Declining output in Finance industries was associated with 
lower stock market activity. 


| Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars eae 


) 
| 
‘4g change | June 2000 


monthly % Change since last 
Composite Leading | $ millions change month year 
Indicator 
/ Total Economy 783,300 2,865 0.4 4.7 
| Business sector 653,196 2,791 0.4 5.5 
| 
| Goods 263,025 962 0.4 5.9 
Agriculture 13,858 8 0.1 2.4 
Fishing & Trapping 120 -29 -3.8 -11.3 
Logging & Forestry 4,549 -164 -3.5 e07/ 
Mining* 29,089 31 0.1 10.3 
| : Manufacturing 145,340 1,046 0.7 7.0 
Mites; 5). 4908 1999. ~=~=~SC 2000S Construction 42,951 248 0.6 3.1 
Other Utilities 26,511 -178 -0.7 45 
Real GDP by major sector | Services 520,275 1,903 0.4 41 
January 1996 = 100 Transport & Storage 36,499 118 0.3 AT 
127 / Communications 30,048 254.2" 0:9 13.1 
a A\f’ | Wholesale Trade 48,432 776 1.6 5.0 
Va Retail Trade 48 464 192 0.4 4.9 
119 és Goods es Finance & Insurance 44,005 -401 -0.9 6.0 
— Manufacturing aa Real Estate & Ins. Agent 81,274 USileae 0.2 2.4 
Me —Services Business services 46,889 400 0.9 8.2 
| 444 | Government services 46,241 -11 -0.0 1.8 
Education 40,613 29 0.1 0.5 
a0? Health & Social Services 47,272 52 0.1 14 
103 Accommodation & Food 20,198 151 0.8 3.4 
Other 30,340 212 0.7 2.3 
996 1997 1998 1999 2000 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY Saar 
Consumer Spending and Attitudes dats 


. : s | Total Retail and Motor Vehicle Sales | 
Consumer spending is strong in the Tj LMS aS Slory 
second quarter... es hy 79 

22.0 
¢ Real consumption rose 3.6% (annual rate) in the second | Total Sales (Left) 6.3 
quarter of 2000, in line with growth in the previous two here ae 
quarters. nae a | 
¢ Spending on services experienced a substantial boost 19.0 Pri pA | 
on the quarter. However, growth in purchases of | Righy aoe A | 
interest-sensitive durable and semi-durable goods (ae | 
slowed considerably from the previous period. | 49.9 ti Meier arch oh last oe ge an eee “ou 
| 1996 1997 1998 1999 2000 


..and is expected to remain so 


naib Noe ; : Retail Sales and Consumer Credit 
¢ Continuing income gains and higher consumer ade s000 ? Fane © SEITE. 


confidence should support further increases in % Change since 
household spending. Although employment growth siti et pest 

5 4 millions month year 
slowed in the second quarter, personal disposable 


income surged 8.1% (annual rate), boosted by federal Total Retail Sales (S.A.) 22,893 0.8 6.3 
pay equity payments. Food 5,028 0.2 2.8 
: : Drug Stores 1,129 0.6 a2 

¢ Although household finances have improved ; 
Clothing 1,248 0.9 6.4 

somewhat over the past three quarters, the personal 
saving rate is still low and household debt levels te TANT A AUS ear 
remain high. A return to solid job growth may Automotive 9,213 1.5 9.8 
therefore be required to sustain further increases in General Merch. Stores 2,588 0.9 3.9 
consumer spending. All other Stores 2,441 0.6 45 
Total ex. motor vehicles 16,773 0.4 5.8 
Consumer Credit 181,530 1.0 9.1 

(unadjusted) 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) Real Consumer Spending and Attitudes 
gee A Index (1995Q1=100) 1991=100 
i 521 

peal Consumption (92$) 487,866 504,763 ue es sg rotai Spending (0 

% change oe ee : ‘© | 440 —Durable Goods (L) 
Durable Goods 66,487 71,859 75,824 76,504 | == Consumer Attitudes* (R) 140 | 

% change 5.9 8.1 9.4 3.6 | 
Semi-Durable Goods 45,751 47,103 48,572 48,728 

% change 44 3.0 8.9 1.3 
Non-Durable Goods 120,795 123,344 125,028 125,464 

% change 17 21 1.4 1.4 
Services 254,833 262,457 267,308 270,616 

% change 2.5 3.0 1.7 5.0 
Disposable Income 567,960 590,608 611,864 623,912 A tl ct : 6 

% change 3.9 40 1d Bt | 4) 2304. 4)234 41 21374 1) 2) 3) 4) 42030404 2 
Saving Rate (%) 45 357 3.9 44 [951 =) 96h amo 7 als 9Sieeen 991s O0R) 
Debt-to-Income Ratio (%) 94.9 96.1 95.8 95.1 | *Conference Board of Canada 


Fenian 
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THE ECONOMY gga 
Business Investment in Plant and Equipment 


Business investment rises faster in the Investment in Plant and Equipment 


o35 Index (1992Q1=100) Te 
second quarter... == Machinery & Equipment (L) 
215 —Non-Residential Construction (L) 
¢ Business investment recorded another solid advance in | ase BEY He e 90 
the second quarter, extending its recent string of sharp 
gains. Spending on Machinery & Equipment (M&E) 175 
soared 28.5% (annual rate), due mainly to higher 455 
purchases of computers and other office equipment. 
Increased purchases of transportation equipment by the pee 


oil and gas sector also played a role. | 415 


¢ Growth in Non-Residential Construction slowed to 2.9% | 
+4 * Os: jf TS VST SANG AI: BON ORE SAM EE Al paced Td Cet GO | 

Mere rate), following an increase of 10.2% in the first Sagaran9s 4904 W995) 4e06 a0eT! 1061 secstDUGn | 

| 


..and should be strong for the rest of the 


Corporate Profits & Business Confidence 


year a7 Index, 1991=100 % of GDP 
©3Corporate Profits as % of GDP (R) 4 | 

¢ The investment outlook remains positive, given recent | Business Confidence’ (L) | * | 
gains in corporate profits and rising capacity utilization WARe io 
rates. | | 

| 125 

¢ Indeed, capacity utilization reached 87.9% in the second | | 
quarter, its highest rate since the mid-1960s. While - 400 
capacity use in most major industry groups was up, 


Manufacturing and Mining posted particularly sharp | 75 Oe 
increases. 


feats laaht 


*Conference Board of Canada 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1998 1999 1999 Q3 1999 Q4 2000 Q1 2000 Q2 
BUSINESS INVESTMENT 

Machinery & Equipment (1992$) 65,357 15,597 76,508 81,248 84,704 90,184 
% change 9.0 15.6 6.0 202 18.1 28.5 
Non-residential Construction (1992$) 39,502 40,288 40,200 41,040 42,052 42,352 
% change tei, . 2.0 Z.5 8.6 10.2 2.9 
Capacity Utilization (%, Non-farm goods) 83.3 84.9 85.7 86.5 87.5 87.9 
Capacity Utilization (Mfg. sector) 83.8 85.7 86.7 87.0 87.8 88.4 

CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 142,296.0 174,317.0 181,716.0 189,792.0 204,288.0 207,660.0 
% change -13.3 22:0 28.2 19.0 34.2 6.8 
Profits - Non-financial industries 94,891.0 123,372.0 129,740.0 135,332.0 140,360.0 147,312.0 
% change -13.6 30.0 47.5 18.4 iROWTE 2H3 
Profits - Financial industries 47,406.0 50,945.0 51,976.0 54,460.0 63,928.0 60,348.0 
% change 12.5 7.5 =7.8 20.5 89.9 -20.6 
Business Credit 694,677.7 729,727.8 1390017 746,400.0 755,693.0 771,550.3 
% change 10.6 5.0 7.6 6.3 5.1 8.7 
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| Housing Activity 


The housing market has weakened $ Billions Units (000s) 
considerably in the first half of 2000... Cine see aera 
14 : 175 
e Business investment in Residential Construction fell “ Mes 
11.0% in the second quarter, after registering only a ° 
slight advance in the first quarter. 12 . 125 
| | 
¢ A strike by cement truck drivers in Toronto ve pees te ame 8 
contributed greatly to this slump, leading to lower RPT ive: on is eRe 0 IBY 
investment in new housing. However, sales of | 1996 1997 1998 1999 2000 
existing homes were also down on the quarter, and 
the pace of renovation activity slowed. Monthly Housing Indicators 
Change since 
levels last last 
..and may remain weak in the last half of month: year 
the year i oebeie cae aah (1) 13,510 1.5% -2.6% 
* The settlement of the cement truck drivers’ strike Building Eermits, 9M (2) THOU Oe 2 18% 
resulted in a sharp rebound in housing starts in July. Sales of Existing Homes (2) 4,407 —_3g7 
However, housing starts subsequently fell back in (# of units) 
August, marking the sixth decline in the past eight Housing Starts, # of units (3) 146,000 -19,600 — -800 
months. Newfoundland 900 -500 0) 
Prince Edward Island 500 100 200 
* Higher mortgage rates have been a major factor Nova Scotia 4,100 400 2,800 
behind the recent weakness in the housing market. New Brunswick 1,600  -300 -100 
The Canada Mortgage and Housing Corporation Quebec 23,300 1,900 6,200 
expects that mortgage rates will decline in coming Ontario 62,100 -18,700  -500 
months, which could support future activity in the Manitoba 2,000 500 0 
sector. Saskatchewan 2,300 100 100 
Alberta 19,300  -700 -5,100 
British Columbia 8,900 -2,400 -4,600 


1 - June data; 2 - July data; 3 - August data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Real Investment in Residential Structures Growth in Real Residential Construction 
$92 Millions, SAAR (unless otherwise noted) | % change, SAAR 
1998 1999 = 
| 12.6 | 144.7 421 
Residential Construction 41,523 44,259 45,832 44,528 | 
% change -2.0 6.6 0.6 -10.9 | | 
Construction by Business sector 41,277 43,983 45,560 44,256 | | 
% change 20 6.6 0.6 -11.0 Pou 
New Housing 20,701 22,258 22,996 21,800 
% change -3.5 1h) -7.9 -19.2 
Alterations & Improvements 13,640 14,399 15,212 15,328 
% change 2.4 5.6 10.2 al 
Ownership & Transfer Costs 7,182 W259 7,624 7,400 -15.1 
% change =5:7 1.1 10.3 -11.2 ailiod dee tGiuiceiies TEE NE 
| 99 | oe | 
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THE ECONOMY 
Trade and Competitiveness 


Strong export growth in June... 


e Exports rose 2.3% in June, led by gains in Energy 
Products and Automotive Products. Energy exports 
were boosted by higher prices for natural gas and 


crude petroleum. 


e Imports edged down 0.4%, with lower imports of 


M&E and Other Consumer Goods. 


...leads to a record high trade surplus 


¢ The surge in exports in combination with lower 
imports lifted Canada's merchandise trade surplus 


to a record $5.0 billion in June. 


¢ Recent increases in the trade surplus are due 
mainly to higher export prices for energy and metal 
products. Lower prices for imports, associated with 
falling computer prices, have also boosted the value 


of Canada's trade surplus. 


Merchandise Trade 


June 2000 Levels ($ millions) 
May June 
2000 2000 
Exports 34,537 35,341 
to United States 29,537 30,318 
Imports 30,502 30,386 
from United States 22,280 22,507 
Trade Balance 4,035 4,955 
with United States 7,257 7,811 
Exports by Commodity 
Agriculture/Fishing Products 2,372 2,301 
Energy Products 3,523 4,144 
Forestry Products 3,549 3,508 
Industrial Goods & Materials 9,507 5,486 
Machinery & Equipment 9,167 9,267 
Automotive Products 7,969 8,176 
Other Consumer Goods 4,212 4245) 
Imports by Commodity 
Agriculture/Fishing Products 1,513 1,509 
Energy Products 1,464 1,502 
Forestry Products 259 259 
Industrial Goods & Materials 5,979 6,086 
Machinery & Equipment 10,469 10,212 
Automotive Products 6,451 6,503 
Other Consumer Goods 3,307 3,253 


1999 
Jan-June 


173,848 
148,938 
158,689 
122,060 
15,159 
26,878 


Wesel 


Signo 


Merchandise Trade Flows and Balance : 


$ Billions $ Billions 40.0 
35.0 : 
30.0 
Exports (L) wl 
25.0 


Imports (L) 


Trade Balance (R) 


ul 0.0 


1997 1998 1999 2000 


So 
i) 


20.0 
; i 
10.0 


1995 1996 


120 


Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 


A declining ratio represents improving Canadian competitiveness 


| 60 


| 
| 
| 
| 
| 
| 
| 


e== Total Economy (L) 


| Exchange Rate (R) 


0.8 


97 99 
ie 99 nn 00) 7 

Source: Industry Canada compilations based on data from Statistics 

Canada and the U.S. Bureau of Labor Statistics 


——~ Manufacturing (L) 4.4 | 


i = fa Pl om fe fe 
Tent meena 
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Year-to-date ($ millions) 


Change ($M) % Change 
2000 May to May to June 99 to 
Jan-June June 2000 June 2000 June 2000 
202,458 804 2.3 19.5 
173,558 781 2.6 19.5 
177,924 -116 0.4 13.3 
132,244 227 1.0 10.5 
24,534 920 
41,314 554 
13,510 “71 -3.0 8.4 
21,747 621 17.6 66.8 
21,098 41 -1.2 11.0 
31,784 -21 -0.4 15.6 
50,944 100 1.1 30.9 
48,974 207 2.6 6.1 
7,094 3 0.2 79 
8,991 4 -0.3 5:2 
8,297 38 2.6 74.9 
1,519 0 0.0 14.1 
35,135 107 1.8 243) 
59,453 =251. =2:5 13.0 
38,670 52 0.8 4.9 
19,463 -54 -1.6 7.8 
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LABOUR MARKET TRENDS iyi 
Employment and Unemployment t 


‘Employment _ 
Despite higher employment in August... | go Monthly change in thousands 


¢ Employment rose by 27,000 in August, rebounding 
from modest declines in the previous two months. 
Even with this increase, the pace of job creation has 
slowed considerably over the past five months. 4 


e« An increased number of part-time jobs (+24,000) 
accounted for most of the overall gain, as full-time | 
employment was up only slightly. 
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...a Surge in the labour force raises the 
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unemployment rate to 7.1% sas Mila rer do ke eee | 


: ; : Unemployment Rate 
¢ Despite higher employment, the national 


| % % H 
unemployment rate increased 0.3 percentage points to | 13.0 68.0 
7.1% in August, owing to a sharp rise in the number of | 
job seekers (+86,000). The labour force participation bare 


rate rose to 65.9%, the same as in March and the | 


67.0 
highest rate since 1991. 


ae Unemployment Rate (L) 


¢ Employment was up for adult men, adult women and | is 
youth, but in all three groups an increase in the labour | 
force led to higher unemployment rates. 


66.0 | 
9.0 


8.0 | 
65.0 


7.0 
Participation Rate (R) 


1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 


L = 


Labour Force Trends 


Levels Change since % Change since 
(in thousands) 1999 2000 2000 last last _year-to- last last 
August July August month year date month year 
Employment 14,546.3 14,873.5 14,900.8 0.2 2.4 
Full-time 11,822.9 12,179.2 12,182.4 0.0 3.0 
Part-time 2,723.4 2,694.3 2,718.4 0.9 -0.2 
Youth 15-24 2,196.1 2,274.7 2,278.5 0.2 3.8 
Adult 25+ {2,350.2 12,598.8 12,622.3 0.2 22 
Self-employed 2,450.9 2,409.1 2,387.5 -0.9 -2.6 
Unemployment 1,215.4 1,077.1 TASS, 5.4 -6.6 
Unemployment Rate TL 6.8 7.1 
Youth 15-24 13.5 12.6 13.0 
Adult 25+ 6.6 5.6 5.9 ee oe 
Labour Force 15,761.7 15,950.6 16,036.5 0.5 1.7 
Participation Rate 65.6 65.6 65.9 
Employment Rate 60.6 61.2 61.2 
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LABOUR MARKET TRENDS 
Industry Overview 


Employment in the Goods-producing 
industries continues to fall.... 


Employment was down 17,000 in the Goods sector in 
August, the fourth straight monthly decline. Job losses 
were reported in all major categories except 
Manufacturing, but the Construction industry accounted 
for most of the overall decrease. Employment has 
fallen by 33,000 since the beginning of the year in the 
Goods sector. 


Employment in Services rose 44,000 on the month, 
bringing gains so far this year to 186,000. Sizeable 
gains in Trade, Other Services and Health Care & 
Social Assistance offset a large decline for 
Accommodation & Food Services. 


...along with the number of self-employed 


Paid employment in the private sector was up 32,000 in 
August, while public sector employment increased by 
17,000. These gains were partly offset by a drop of 
22,000 in the number of self-employed, bringing 
year-to-date losses to 122,000. 


Industrial Employment Trends 


: Levels 
tiathousands) 4999 2000 2000 
August Jul August 

Goods-producing 91115 3,849.1 3,832.4 
Agriculture 405.9 368.9 367.9 
Natural Resources* 256.8 284.9 282.4 
Utilities 116.5 115.8 115.5 
Construction 764.7 825.4 806.4 
Manufacturing 2,233.6 2,254.1 2,260.1 
Services-producing 10,768.8 11,024.4 11,068.4 
Trade 2,256.6 23119 2,341.2 
Transportation 749.6 TTA 767.9 
FIRE* 867.0 876.5 865.4 
Professional/Scientific 908.1 948.4 947.3 
Management/Administrative 522.1 551.9 559.3 
Educational Services 990.7 961.1 957.2 
Health Care/Social Assistance 1,447.3 1,518.6 1,537.4 
Information/Culture/Recreation 630.6 664.7 676.4 
Accommodation & Food 918.0 970.8 939.7 
Other Services (14:3 700.3 1223 
Public Administration 767.6 743.2 754.4 


44.0 
29.3 
-9.2 
-11.1 
-1.1 
74 
-3.9 
18.8 
11.7 
-31.1 
22.0 
11.2 


Employment by major sector 
J = 
| 408 anuary 1998 = 100 


== Total 
— Goods 
— Services 


2000 


| August 2000 (thousands) 


Total 


| Private 
| employees | 


(4 32.4 


| 
| Self- | 
| employed |-121.5 


Public 
sector 


#4 month-over-month 
& year-to-date 


Employment growth by worker category 


Change since % Change since 


last year-to- last last 
date month ss year 

-0.4 1.5 

-0.3 -9.4 

-0.9 10.0 

-0.3 -0.9 

-2.3 5.5 

0.3 1.2 

299.6 186.2 0.4 2.8 
84.6 69.5 1.3 3.7 
18.3 37 42 2.4 
-1.6 0.1 13 -0.2 
39.2 20.8 -0.1 4.3 
Sh 41.8 1.3 7.1 
-33.5 44.5 -0.4 -3.4 
90.1 65.5 1.2 6.2 
45.8 40.2 1.8 7.3 
21.7 -10.9 so) 2.4 
11.0 13.4 3.1 1.5 
-13.2 -13.4 1.5 “1.7 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


British Columbia leads August job gains... 


¢ Employment was up in 7 of 10 provinces in August, 
with British Columbia accounting for just over half of 
the overall gain. Job losses were posted by 
Saskatchewan, Nova Scotia and PEI. 


...Dut unemployment rises in most 
provinces : 


e While employment was up strongly in British Columbia, 
a much larger increase in the labour force drove up the 
unemployment rate 0.8 percentage points to 7.9% in 
August. Ontario's unemployment rate was up 0.7 
points to 6.0%, also reflecting a sharp increase in its 
labour force. 


¢ All three provinces posting job losses — Saskatchewan, 
Nova Scotia and P.E.|._— registered higher 
unemployment rates in August. 


* Quebec, Newfoundland and New Brunswick were the 
only provinces with lower unemployment rates. The 
unemployment rate was unchanged in Manitoba. 


e There is considerable variation in unemployment rates 
across provinces. At 5.1%, Manitoba has the lowest 
provincial unemployment rate, while Newfoundland has 
the highest rate at 15.7% 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
2000 | last month 


_ (000's) % 
Canada 14,900.8 27.3 0.2 


Newfoundland 203.5 2.0 1.0 
P.E.I. 63.8 -0.1 -0.2 
Nova Scotia 416.3 -3.4 -0.8 
New Brunswick 336.1 7aaf 0.8 
Quebec 3,441.0 0.6 0.0 
Ontario 5,880.9 4.8 0.1 
Manitoba 558.2 3.9 0.7 
Saskatchewan 479.5 -4.3 -0.9 
Alberta 1,577.6 6.2 0.4 
B.C. 1,943.9 14.9 0.8 
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| Regional employment patterns , 


January 1998 = 100 


au — Atlantic Fy ee 


— Prairies 


January 1998 = 100 


~~ Quebec 
== Ontario 


QB lewtitintisntinstinten disnstisentineternabioeal 
1998 1999 2000 


Senter eonetedtra eno debt rcert ioe vine perenne] 


Unemployment Rates -- August 2000 


% 


15.7 


(000's) 


Unemployment rate (%) 


Change since Levels Change since 
last year last last 
%, month year 


2.4 al 0.3 -0.6 
-0.3 15:7 -0.4 -1.3 
46 12.7 0.4 -0.8 
the) 9:5 0.3 0.3 
2:2. 10.2 -0.1 At 
2.8 8.4 -0.4 -1.4 
3.0 6.0 0.7 -0.1 
2.6 Sy 0.0 -1.2 
-0.5 9:9 0.6 -0.1 
1.4 5.3 0.1 -0.8 
2.0 79 0.8 -1.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Commodity Prices ($U.S. basis 


Index, 1982-90=100 | 
140.0 - 


Inflation rises to 3.0% in July... 


e Consumer prices were up 3.0% in July on a 
year-over-year basis, with higher energy prices 
accounting for half of the overall rise. Increased costs 
for mortgage interest and tuition fees also contributed, 
but prices were lower for automotive vehicles, ge 
computer equipment & supplies, and clothing. 


120.0 


¢ Onamonthly basis, consumer prices were up 0.4% in 
July, following an increase of 0.6% the previous 


i 


40.0 atk et ett dh deed Nek dee A desde eds eked Dede ds edd De be deed edad ated de dk toadead deadeel debe det adel beta 
1995 1996 1997 1998 1999 2000 


month. 
Consumer Prices 
...Dut the "core" rate remains in the puly 2000 % Change since 
AT Index last last 
bottom half of the official target range | (48952100), month year 
Se All items CPI 114.1 0.4 3.0 
° Excluding energy, food and indirect taxes, the "core" Food 113.4 04 19 
rate of inflation was 1.5% in July, well within the Shelter 408.7 06 37 
bottom half of the 1%-3% target range set jointly by Houeshold operations 4405 Oe a> 
the Bank of Canada and the Department of Finance. Clothing & Footwear fone a aS 
* Commodity prices were up 10.8% in August on a Transportation Me serge oe 
year-over-year basis. This can be attributed to Heal 6 Eocene Cale aioe ae a 
higher energy prices (+37.4%), as prices for Recreation, Educ..& Reading 124.9 0.8 2.7 
non-energy commodities fell 0.6%. Alcohol & Tobacco 98.0 0.1 3.5 
Excl. Food/Energy/Indirect Taxes 113.8 0.2 1.5 
Energy 129.5 0.9 17.8 
Commodity Prices (August) 
Index, 1982-90=100 1095 -05 108 
Bencimer Price index Excluding Energy 105.5 -2.3 -0.6 
417.1 32. 374 
5 % change, year-over-year Enegy 
a baal Provincial CPI Inflation -- July 2000 


~-Excluding Food, Energy and Indirect Taxes 
% 


AQ bnintintun Hetad tate [Reve muper near Ric area iranrers wre Ijototntata dagtahudadss, badass Wo dctanstatedetitatil eww 
1933 1994 1995 1996 1997 199 1999 2000 | 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Short term interest rates are virtually unchanged in August... 


The Bank of Canada's trendsetting Bank Rate held steady at 6.0% in August. The last increase in 
the Bank Rate was in May. 


Market-determined short-term interest rates have also been quite stable, hovering around the 
5.9% mark since June. Canadian short-term interest rates closed 67 basis points below 
comparable U.S. rates on September 6. 


...but long-term yields edge lower 


Indications of a moderate slowdown and higher productivity growth (particularly in the U.S. 
economy), helped push Canadian bond yields down to their lowest levels of the year in August. 
The long-term interest rate fell to 5.44% on August 18, but subsequently rose above 5.5% later in 
the month. 


The gap between Canadian and U.S. long term interest rates narrowed slightly in August. As of 


September 6, Canadian rates stood 23 basis points below comparable U.S. yields. Domestic long 
rates also remain below domestic short rates. 


Key Money Market Rates 


i 


SERIAL Interest Rates (end of 90-day spread | Long spread 


| 4 90-day Corporate Paper 


1995 


Spread * 


oy. eee 


period) Corporate against | Bond against 
U.S. Yield U.S. 


1998 5.02 0.09 5.23 0.14 
1999 O12 -0.49 6.23 -0.22 


Ay Canada (daily) Paper 


United States 


et Mar 2000 546 -0.72 | 5:84 0.15 
Drees tm Oe. April 562 -064 | 592 -0.03 
Canada 

oer May 598 0.74 1.563 0.39 
au rae oT June 589 -0.78 | 561 -0.36 
July 5.88  -0.71 5.55  —--0.27 
PN duane toes ic3 August 5.90, ©0067-1551... +0.23 

Fy bp oe Feet perp er ye tip neo raree ( O Parke er ree Veer broese per Ne cere Perper ee ons 2 e SS 
1996 1997 1998 1999 2000 ay RS is Se ‘2 = Sept 6 586 -067 5.51 -0.23 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


10 


e~ 


| Long-term Bond Yields 


Key Lending Rates 
Canada (daily) 


6.00 end of Prime 
Canada ne Bank Lending Mortgage Rate 
period) g 
Rate Rate Tyear  Syear 
1998 5.25 6.75 6.20 6.60 
5 5.75 
Pivted States 1999 500 650 735 ~ 6.25 


Mar 2000 5.50 7.00 7.70 8.35 


| fn 5.50 April 5.50 7.00 7.70 8.35 

| ll Uh May 6.00. 750 ©6830 <8.75 
-° Hn tee ae gee June 6.00 750 810 .. 8.45 

| July 600 2750. °§7:90 2825 
q 1995 1996 1997 1998 1999 2000 ee vo © a 8 August 6.00 750 7.90 8.25 

eS SNS D LS 

ey ie re 

ae = = - See ee Sept 6 6.00 7.50 7.90 8.25 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The TSE 300 hits a new record... 


e Strength across several sectors, including Paper & Forest, Oil & Gas and Financial 
Services, lifted the TSE 300 to a 8.1% gain in August. This advance propelled the TSE to 
a record high close of 11,389 on September 1. However, the TSE subsequently fell back 
sharply, with heavy losses in technology companies. 


¢ U.S. stocks continue to underperform Canadian stocks, with the Dow Jones Industrial 
Average rising 6.6% and the S&P 500 gaining 6.1% in August. On a year-over-year 
basis, the TSE 300 was 61.4% higher in August, making it one of the best-performing 


stock markets in the world. 


..and the Canadian dollar is up 


e he Canadian dollar was volatile for much of August, but reached $US 0.6796 on 
September 1. Stronger-than-expected growth in the second quarter and Canada's second 
consecutive current account surplus supported the dollar. The currency later retreated, 
however, pulled down by strong international demand for the U.S. currency. Still, the dollar 
closed out September 8 at $US0.6769, nearly half a cent higher than at the end of July. 


Canadian dollar 


The Canadian Dollar 


(close) $US index DM yen 
0.85 $US/$C 1992=100 98 70 Canada (daily) vs. vs. C-6 vs. vs. 
7 pers A $Cdn _(92=100) __$Cdn__‘$Cdn 

==vVversus ollar 
versus C6 index (R) 1998 0.6522 78.71 1.082 75.91 
0.69 
1999 0.6929 82.67 deod3 69.66 
0.68 Mar 2000 0.6899 83.84 1.388 72.77 
April 0.6756 83.47 1.409 71.90 
0.67 May 0.6682 8237 1.442 72.41 
June 0.6754 83.06 1.393 71.84 
July 0.6725 83.17... 1.410 13.23 
An A ee oes le Se August 0.6796 83.13 1.459 72.86 
"41993 1994 1995 1996 1997 1998 1999 2000 RRR Sr 
Sept 8 0.6769 
Ietock Market Indices Key Stock Market Indexes 
% change from 
12,500 43 p06 TSE 300 (daily) August last last 
; Close month year 
WG no be! TSE 300 11,248 8.1 61.4 
Dow Jones aos Oil & Gas 7,659 90 164 
ocest elev age ; Metals & Minerals 3,635 72 © 102 
7,500 10,500 Utilities 14,130 -0.8 83.1 
j Paper & Forest 5,425 10.5 9.3 
10,000 Merchandising 5,316 0.9 2.0 
Financial Services 9,277 8.8 32.0 
5,00 : 
. rig 9,500 Golds 408 32 214 
Price-Earnings Ratio* 37.9 7.6 3.1 
1993 1994 1995 1996 1997 1998 1999 2000 = SS we p® S&P 500 1,518 6.1 14.9 
= Dow Jones 11,215 6.6 3.6 
*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy grows strongly in the second quarter... 


e Preliminary estimates indicate that U.S. real GDP surged 5.3% (annual rate) in the second quarter of 
2000. Solid gains in non-residential fixed investment, consumer spending on services, and inventory 
investment more than offset strong import growth and a slowdown in purchases of durable goods. 


. © However, employment fell by 105,000 in August, reflecting in large part a decline in government 
~ -~employment attributed to the departure of temporary Census workers and a strike in the’ ~ 
~ communications industry. The U.S. unemployment rate edged up to 4.1%. 


e The U.S. trade deficit soared to a record $30.6 billion in June, up slightly from May's revised deficit of 
~ $30.3 billion. A jump in imports (4.6%), led by crude oil, widened the deficit despite strong export 
growth (3.7%). 


... but the Fed leaves interest rates unchanged 


¢ Ina widely anticipated move, the Federal Reserve left interest rates unchanged at its August 28 

~ meeting. The Fed seems generally content with the current expansion of the economy, especially with 
productivity growth revised up to 5.7% (annual rate) in the second quarter. However, noting that risks 
are weighted mainly. toward increased inflationary pressures, the Fed adopted a bias toward future 
tightening. 


U.S. Real GDP Growth | U.S. Non-farm Payrolls 
% change, SAAR | Nee Monthly change in thousands 
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U.S. Consumer Price Inflation | U.S. Unemployment & Participation Rates 


i) = | % % 
; % change, year-over-year | 8.0 Pees | 


Unemployment Rate 
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COMING UP 


‘Key Future Data Releases and Planned Events 


CANADA 
Gonsumen Price Index —AUGUS tie een coe siden. sacncenschesshsneereuacsannene September 14 
Survey of Manufacturing — JUlyi nic k.2.....05 ssa eternmmauusanuncesuaeeaveeenns September 19 
te MaMa TAGS SUV arastecter eeracedscasedetetucems. Ao ue anette sasplmeaeesamteg September 20 
SS PPARTACIOT COSC I LILY 1. lea sau sn lop neiacas cecosneadtrney anes vance curesmesrapensenees September 29 
Labour Force Survey.— September .0.:....... «Seton: sceetobee sana oes October 6 
Business Conditions: Survey — October .....2....cc:..qepcnn-e22e-oeenitietsenvonee “November 2 
Financial Statistics For Enterprises — 3rd Quarter 2000 .......... ee. ~November 24 
National Economic & Financial Accounts — 3rd Quarter 2000 ........... November 30 
Balance of International Payments — 3rd Quarter 2000 .................... November 30 
Capacity Utilization Rates — 3rd Quarter 2000 .......... eee eeeeteeeees December 7 


UNITED STATES 


Consumer Price Index — August ...................04. ne Nes Sh LER ee September 15 
Intemational [rade — July ix ...-5obs5 sie dew Aesop eee seuss sree eneerer eee September 20 
SDP — 9nd. Quarter,2000). Final ..::.<d.:5520c¢o-n-20seeetesases.-+o0s.pn0nr oy eames September 28 
Federal Open Market Committee meeting .............:: ec ceeeeeeereeeeeees October 3 
Employment Situation — September .................cceeesseeeeeeeeesneeeeseesenenes October 6 


Note: the September MEI uses data available as of September 8, 2000 
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Key Monthly Economic Indicators 


% Change since 
HIGHLIGHTS last —_last 
month year 
Real GDP ($92 B) 789.6 0.3 4.6 July 
Goods 259.1 -0.0 4.8 July 
& The high-tech sector fuels output compecte inde tee gk a alg 


growth in July. 
Employment (000's) 14,957 0.4 2.5 Sept 


é 3 Full-time 12,212 0.2 26 Sept 

dy Employment gains lower Canada Ss Part-time 2,745 10 1.8 Sept 
unemployment rate to 6.8% in Unemployment* (%) 6.8 7.1 7.4 Sept 
Youth* 12.7 13.0 14.2 Sept 

September. Adult* 5.7 5.9 6.1 Sept 

We CPI inflation falls to 2.5% in August, as CPI inflation” 25 30 21 Aug 
Retail Sales ($M) 5326 13 67 July 


the impact of higher energy prices 


Housing Starts (000's) 156.4 7.1 2.6 Sept 
moderates. 7 : 


Trade Balance* ($M) 4,192 5,116 3,273 July 


WA sharp fall in exports reduces Exports ee 
’ : Imports 30,283 -04 12.2 July 
Canada's trade surplus in July. M&E 10,333 0.9 15.6 July 


F ; 5 3-mth Corp. paper* (%) 5.83 5.90 4.83 Oct4 
i Canadian stock prices retreat in Long bond yield* (%) 5.70 5.51 5.91 Oct4 


September as the dollar weakens. Canadian dollar* (US¢) 66.59 67.96 68.15 Oct6 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators” (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.htmI. 
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This report uses data available as of October 6, 2000. It has been prepared by Eric Chalifoux, Joe Macaluso, Arif Mahmud and 
Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald Létourneau and Shane Williamson. 
Translation has been provided by Lucie Larocque and Sue Hopf is responsible for production support. All information is taken 
from public sources, primarily Statistics Canada, the Bank of Canada and the Canada Mortgage and Housing Corporation. 
Please address comments to Shane Williamson at 613-995-8452 or through the Internet at williamson.shane@ic.gc.ca. 
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THE ECONOMY 
Real GDP by Industry 


[Weel 


Output gains are fuelled by the high-tech sector in July... 


Real GDP at factor cost increased 0.3% in July, down from 0.4% in June. About a third of July's 


advance was due to higher output of computer and telecommunications equipment and computer 


consulting services. 


...but resource-based industries are weak 


« Despite a gain in Manufacturing — driven in particular by increased production of computer & 
telecommunications equipment — output in the Goods sector was flat overall in July. A sharp 
decline in the Mining industry was the result of lower production of potash and most metals. Other 
notable weaknesses were in Other Utilities and Logging & Forestry, the latter affected by a strike by 


forestry workers in B.C. 


» The Services sector expanded by 0.4% in July, unchanged from the previous month. Significant 
gains were recorded in Retail Trade and Business Services, the latter posting its strongest increase 
in 2 1/2 years. Almost 60% of the increase in Business Services originated in computer services. 


Real GDP at Factor Cost 


% change 
tbe 
Composite Leading 
Indicator 
1.0 
0.5 
0.0 A 
-0.5 
1.0 been (hap e aay Tye Dente 
1997 1998 1999 


Real GDP by major sector 
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Precio tes) 


2000 


Ayifasd isle ald es slvabe StH Mn hot Teva 


1999 


beta tt 


DAU Ue lade 
1997 1998 


Total Economy 


Business sector 


Goods 
Agriculture 
Fishing & Trapping 
Logging & Forestry 
Mining* 
Manufacturing 
Construction 
Other Utilities 


Services 
Transport & Storage 
Communications 
Wholesale Trade 
Retail Trade 
Finance & Insurance 


Real Estate & Ins. Agent 


Business services 
Government services 
Education 


Health & Social Services 
Accommodation & Food 


Other 


Real GDP at Factor Cost (1992 dollars) 
July 2000 


monthly % Change since last 
$ millions change month year 

789,572 1,970 03 4.6 
660,817 1952. 03 5.2 
259,076 Ss 88 4.8 
13,147 5. 00 25 
679 -4 -0.6 -8.2 
4,824 141 -2.8 -16 
27,117 -579 “2.4 6.1 
144,912 627. OA 6.5 
42,390 Aa) OT 44 
26,007 216 AN 13 
530,496 2,027 #404 4.4 
36,819 103° | 63 5.5 
30,287 145 65 9.9 
51,092 280. | 66 55 
51,323 746 4 6.3 
42,984 64 4° 02 49 
82,629 156 as 2.4 
50,066 S76) 42 10.8 
47,016 sO OO 2.5 
40,855 15 | 00 0.5 
46,499 -9 -0.0 1.2 
21,047 40) 8 62 48 
29,879 nase fells 15 


*Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 
Consumer Spending and Attitudes fea 


Consumer spending is strong in the Total Retail and Motor Vehicle Sales 
second quarter... PP 2 at sicedn Wiebe: ions Sere bee Rel 
* Real consumption rose 3.6% (annual rate) in the second il ENA en it er ing logan 
quarter of 2000, in line with growth in the previous two 22.0) on eenneneenesensnenmenen. Ota Sales (Left) ps 
* Spending on services experienced a substantial boost 20.0 ie afer 
on the quarter. However, growth in purchases of 49,0 eevesneeenghillecnncorvsvveosnnne Motor Vehicle Sales 
interest-sensitive durable and semi-durable goods si all 
slowed considerably from the previous period. ve 
1 A 0 cere ee 4.0 
! “ ls 1996 1997 1998 1999 2000 
..and rises further early In the third 
quarter 
AA aie Retail Sales and Consumer Credit 
* Continuing income gains and higher consumer July 2000 : 
confidence should support further increases in inet ie 


household spending. Personal disposable income 


$ millions month year 
surged 8.1% (annual rate) in the second quarter, 


boosted by federal pay equity payments. Total Retail Sales (S.A.) 23,328 13 6.7 

Food 5,096 1.0 4.0 

e Early figures for the third quarter point to a 1.3% rise in Drug Stores 1,138 0.5 2.0 

retail sales for July, building on solid gains in May and Clothing 1,261 08 39 
June. Gains were widespread, but led by increases in ‘ 

the Automotive sector, General Merchandise Stores, ee ee fF 

and a sharp turnaround in Furniture sales. Preliminary Automotive 9,427 ee 

figures for August point to a sharp gain in auto sales. General Merch. Stores 2,657 1.9 4.4 

All other Stores 2,472 0.5 5:2 

Total ex. motor vehicles 17,059 12 6.5 


Consumer Credit 183,645 0.3 9.6 
(unadjusted) 


Real Consumer Spending and Household Finances 
$ Millions, SAAR (unless otherwise noted) 


Real Consumer Spending and Attitudes 
1998... 1999 | 2000.01 2000 Q2 


Index (1995Q1=100) 1991=100 
0 Andndnnny Ven ah anARANYEYEYHANARA RR NRY TY YN TARR ARARRASY UY GM OND AA Rietinny AY SNR ARE vN NRA mye 160 


15 


Real Consumption (92$) 487,866 504,763 516,732 521,312 CoTotal Spending (L) { 
% change 2.9 3.5 3.4 3.6 449 Durable Goods. (Lb)... crunmnmnnersnunmmnypsti 
Durable Goods 66,487 71,859 | 75,824 76,504 == Consumer Attitudes” (R) 140 
% change 5.9 8.1 9.4 3.6 ET i NC ar: Sarena 
Semi-Durable Goods 45,751 47,103 48,572 48,728 
% change a 3.0 8.9 1.3 4.20 oetiance eco ements ro 
Non-Durable Goods 120,795 123,344 4% 125,028 125,464 
% change iInd Za 1.4 1.4 440 ee Nc face 
Services 254,833 262, AST in) 267.808 270,616 


% change 25 HOA 17 5.0 


Disposable Income 567,960 590,608 «611,864 623,912 


: mt 


60 

% change 3.9 AO 7.7 8.1 Mos 42k Aude us 4e densa 1203) 44e2 
Saving Rate (%) 45 Blan BG) 1 4.4 eam} 96 | 97 | 98 | 99 | 00 | 
Debt-to-Income Ratio (%) 94.9 gad | 95.8 95.1 *Conference Board of Canada 
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THE ECONOMY 


Business Investment in Plant and Equipment 


Business investment rises faster in the 
second quarter... 


* Business investment recorded another solid advance in 
the second quarter, extending its recent string of sharp 
gains. Spending on Machinery & Equipment (M&E) 
soared 28.5% (annual rate), due mainly to higher 
purchases of computers and other office equipment. 
Increased purchases of transportation equipment by the 
oil and gas sector also played a role. 


* Growth in Non-Residential Construction slowed to 2.9% 
(annual rate), following an increase of 10.2% in the first 
quarter. 


..and is expected to grow further for the 
rest of the year 


* The investment outlook remains positive, given recent 
gains in corporate profits and rising capacity utilization 
rates. 


» Indeed, imports of machinery and equipment rose 0.9% in 
July. Building in the non-residential sector has also 
bounced back strongly following the resolution of a strike 
by cement truck drivers in Toronto. 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


i a eh ROO A EE RN 1998 1999 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 65,357 75,597 
% change 9.0 15.6 
Non-residential Construction (1992$) 39,502 40,288 
% change 1.7 2.0 
Capacity Utilization (%, Non-farm goods) 83.3 84.9 
Capacity Utilization (Mfg. sector) 83.8 85.7 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 142,296.0 174,317.0 
% change -13.3 22.5 
Profits - Non-financial industries 94,891.0 123,372.0 
% change -13.6 30.0 
Profits - Financial industries 47,406.0 50,945.0 
% change -12.5 7.5 
Business Credit 694,677.7 729,727.8 
% change 10.6 5.0 


Investment in Plant and Equipment 
= 9, 

935 Index (1992Q1=100) fo 

«Machinery & Equipment (L) 

215 ~-Non-RéSidential Construction (L)~ 

_ Capacity Utilization (R)___ 


195 = 90 
A ARE eee ann eet, Nearer eae een Acs 

ABS f-.eee 80 
135 

115 70 


95 AN 


i) 
992 1993 1994 1995 1996 1997 1998 1999 2000 


Ce al see aa bo Re fe 


75 
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Corporate Profits & Business Confidence 


bch Lie y Tee 


CCorporate Profits as % of GDP (R) e 
»« Business Confidence*(L) 4 
10 
12502 
8 
100 - 6 


4 
1992 1993 1994 1995 1996 1997 1998 1999 2000 
*Conference Board of Canada 


1999 Q3 1999 Q4 2000 Q1 2000 Q2 
76,508 81,248 84,704 90,184 
6.0 27.2 18.1 28.5 
40,200 41,040 42,052 42,352 
2.9 8.6 10.2 PA} 

85.7 86.5 87.5 87.9 

86.7 87.0 87.8 88.4 
181,716.0 189,792.0 204,288.0 207,660.0 
28.2 19.0 34.2 6.8 
129,740.0 135,332.0 140,360.0 147,312.0 
47.5 18.4 15.7 21.3 
51,976.0 54,460.0 63,928.0 60,348.0 
20.5 89.9 -20.6 

746,400.0 755,693.0 771,550.3 

6.3 o:1 8.7 


MEI October 2000 nn 5) 


b aé ter Oxi 


or een tout Geet Tear BEN B82? eer Ei 


ey ed alarm atid 


songpiinas 2 eae vial ieick 
en tc 

th won, te om hitery Atrspyrotess 
$3y “tatncitallcc) enmrilitetddon 


Vi ee ON 


Wight. 
LOSE £7) 
‘ 
@) 


ets 


' gabe hae ee yrs cer Gaal 
alegre? & pane cornered? ~ \ Plies 


Oe ote 


OO Me is 
ree: 
pbk 
mA | 


A Wey. Wut, 


‘fareraer owed 


a oe 


— Py ed a LA Re eat ee meetin 
ae oavdaelnay nee, “ae ie +4 oom: fies. li! eas ee er * oa tie 


“wear 


hs 


ee 


RR ik. eee 
OR a ee 
et a 
7) eer 
“ating aa + OES CEE 
ae +e 
hake, oat Tah 
vey ete 
PEMO LS) | SAT? | 
ié ‘ag, 
Ay pe 


. vee << 
eh ott 
/- sadpatvane 


oat Owed rivers NemeTLNN fhe nu pes 
| lie wien baa ston ens 


E Pray vera xecleneatea ebatae 
i (i siete i rit eg 
ni ora 


none 


mal ny 


Cy 


| 


4 col abcess ha inhiogal ovlay 
4) ‘Candon baveorto atin) HABA a . 


Seca 


ae aa i ; THAIN 
if le, ti nese mg tm | 
on: "i, ee on ‘oe Dye 
: RH oe, WeswetT Aotenr ama 


‘ as} I Iyivas ; 
Wins <* . pabnrery thd etl ibesen 
Ae fle aM) ves 


" 2001s eA 


Ae” 
Rye 


orbs 


THE ECONOMY 
Housing 


The housing market weakened 
considerably in the first half of 2000... 


Business investment in Residential Construction fell 
11.0% in the second quarter, after registering only a 
slight advance in the first quarter. 


A strike by cement truck drivers in Toronto contributed 
greatly to this slump, leading to lower investment in 
new housing. However, sales of existing homes were 
also down on the quarter, and the pace of renovation 
activity slowed. 


..and may remain weak in the last half of 
the year 


& 


Residential construction rose 0.6% in July, but has yet 


Housing Activity 
$ Billions Units (000s) 

15 --~~~-Residential Construction “mm 
(Left) 


_... .dousing Starts (Right)... 


i U0 ee ee ere cL Ce Ay 


1996 1997 1998 1999 2000 


Monthly Housing Indicators 


Change since 
levels last last 


month year 


Residential Construction (1) 13,639 06% 0.1% 


($92M, factor cost basis) 


eae ik : Building Permits, $M (2) 1,886 10.7% 12.5% 
to return to the ievels of activity just prior to the 
Toronto strike. Housing starts were up 7.1% in acing Homes (2) 45095 1,025 
September, only partially offsetting losses in August. 
Housing Starts, # of units (3) 156,400 10,400 3,900 
» Higher mortgage rates have been a major factor Newfoundland 1000 antics 200 
behind the recent weakness in the housing market. Prince Edward Island eet as 0 
The Canada Mortgage and Housing Corporation Nova Scot 1) ee 800 
expects that mortgage rates will decline in coming Paget tect, sO 160) 1,100 
months, which could support future activity in the Segre kh ee ats 
sector Ontario 67,300 5,200 6,400 
Manitoba 4300-700 200 
Saskatchewan 1,700 -600 -71,400 
Alberta 23,700 4,400 5,000 
British Columbia 13,400 4,500 -1,500 


1 - July data; 2 - August data; 3 - September data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Real Investment in Residential Structures 
$92 Millions, SAAR (unless otherwise noted) 


Growth in Real Residential Construction 
% change, SAAR 


___1998__1999_| 20001 __2000 g2 
: 12.6 
Residential Construction 41,523 44,259 45,832 44,528 : 
% change 20 6.6 0.6 -10.9 
Construction by Business sector 41,277 43,983 45,560 44,256 
% change -2.0 6.6 | 0.6 -11,0 
New Housing 20,701 22,258 + 22,996 21,800 
% change -3.5 Mears. -7.9 -19.2 
Alterations & Improvements 13,640 14,399 15/242 15,328 
% change 24 56 | 10.2 31 - 
Ownership & Transfer Costs (182 7,259 7,624 7,400 -15.1 
% change -5.7 iho 10.3 -11.2 


94 95 96 97 98 99 
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THE ECONOMY 


Trade and Competitiveness 


Exports fall sharply in July... 


e 


Exports dropped sharply in July (-2.9%), more than 
offsetting a strong gain in June. The biggest 
declines were in exports of passenger vehicles and 
communications equipment. Exports of crude 
petroleum also feil, due mainly to lower prices. 


imports edged down 0.4% in July. Declining imports 
of motor vehicles were due to lower demand for 
heavy trucks, while Industrial Goods & Materials also 
posted a loss. 


... leading to a reduced trade surplus 


With a greater decline in exports than imports, 
Canada's merchandise trade balance dropped to 
$4.2 billion in July. Still, the cumulative trade 
surplus for the first seven months of the year was 
$28.9 billion, up $10.4 billion on a year-to-date 


basis. 


Merchandise Trade 


Merchandise Trade Flows and Balance 


$ Billions $ Billions 10.0 
35.0 i 
30.0 : 
Exports (L) ae 
25.0 ~~ 
5.0 


Trade Balance (R) 
2.5 
15.0 


10.0 
1995 


0.0 


1996 1997 1998 1999 2000 


Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 


A declining. ratio represents improving Canadian ‘competitiveness 


=== Total Economy (L) 
~~ Manufacturing (L) 1.1 


Exchange Rate (R 
A __CExchange Rate (R) 
0.8 
60 - Wog0gco. na0o0 | 0.6 
89° 95 97 99 4° Ay 2 
a 00 


Source: industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


July 2000 Levels ($ millions) Year-to-date ($ millions) — | Change ($M) % Change 
June July | 1999 2000 | June to Juneto July 99to 
cette Se oe 42000 2000 _enuly ee ee 
Exports 35,519 34,475 204,117 237,363 -1,044 -2.9 13.9 
to United States 30,518 29,814 175,107 203,827 ' -704 -2.3 13.9 
Imports 30,403 30,283 185,684 208,494 i -120 -0.4 12.2 
from United States 22,546 22,195 142,790 154,351 | -351 -1.6 tt 
Trade Balance 5,116 4,192 18,433 ' 
with United States 7,972 Roe Sho Aenea ssi | : 
Exports by Commodity 
Agriculture/Fishing Products PEERS 2,366 i 14,748 15,913 30 1.3 9.1 
Energy Products 4,368 4,050 : 15,346 26,538 i -318 -7.3 50.6 
Forestry Products 3,506 3,505 ‘ 22,337 24,569 : -4 0.0 1.2 
Industrial Goods & Materials 5,503 5,622 32,588 37,443 / 119 2:2 17.7 
Machinery & Equipment 9,199 8,618 48,608 59,382 / -581 6.3 hed 
Automotive Products 8,154 7,788 54,592 56,549 -366 -4.5 3.4 
Other Consumer Goods 1,207 1,229 7,845 8,357 i 22 1.8 10.6 
Imports by Commodity | 
Agriculture/Fishing Products ‘isala) 1,514 10,219 10,512 i 3 0.2 3.9 
Energy Products 1,397 1,438 5,243 9,611 41 29 70.4 
Forestry Products 258 241 1,564 1750: | -17 -6.6 5.2 
Industrial Goods & Materials 6,070 5921. | 35,211 40,980 | -149 -2.5 16.3 
Machinery & Equipment 10,242 10,333 i 61,753 69,863 i 91 0.9 15.6 
Automotive Products 6,578 6411 43,335 45,418 | -167 -2.5 1.6 
Other Consumer Goods 3,260 3,291 21,155 22,767 j 31 1.0 6.6 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Solid job gains in September... 


* Employment rose by 56,000 in September, its 
biggest advance so far this year. The monthly gain 
was shared by full-time (+29,000) and part-time 


work (+27,000) 


* A sharp increase in youth employment (+35,000) 
was a major contributor to this increase, with most 


of these gains in part-time positions. 


.. lower the unemployment rate to 6.8% 


* The national unemployment rate fell 0.3 percentage 
points to 6.8% in September. Following a sharp rise 
in the labour force in the previous month, the 
participation rate was unchanged at 65.9%, its 


highest rate since 1991. 


* The youth unemployment rate dropped 0.3 
percentage points to 12.7% in September, while the 


adult unemployment rate fell 0.2 points to 


Labour Force Trends 


Levels 
(in thousands) 1999 2000 
September August 
Employment 4 OG 8 14,900.8 
Full-time 11,899:5 12,182.4 
Part-time 2,696.8 2,718.4 
Youth 15-24 2221-9 2,278.5 
Adult 25+ 12,374.5 12,622.3 
Self-employed 2,433.6 2,387.5 
Besccinent a we 
Unemployment Rate TRA ie 
Youth 15-24 14.2 13.0 
Adult 25+ 6.1 Soe 
Labour Force 15,7645 16,0365 
Participation Rate 65.6 65.9 
Employment Rate 60.7 61.2 


5.7%. 


Change since 

2000 last last year-to- 
September month year date 
149571 = 563 360.8 209.6 
122117 | 293 312.2 116.3 
27454 | 276 48.6 93.3 
2,313.5 35.0 91.6 59.4 
12,643.5 212 269.0 150.2 
23823 | BB 513 -126.7 
F688 RS 
6.8 -0.3 -0.6 0.0 

12:7 -0.3 -1.5 -0.4 
Ue 02 ee 
“16,055.8 “788 «2018-2356 
65.9 0.0 0.3 0.3 
61.4 0.2 0.7 0.2 


Employment 


80 


40 


98 


% 


42.0 wrrrnnvvnnnoen 


10.0 Fe 
9.0 
8.0 


Monthly change in thousands ee 4 


SD Oicto a seitectee ii teatarta mace fe ee ae perl ae LL Mee lbedereed eee 
19 


1999 


Participation Rate (R) 


G0 Westar seule aaialiusesidiuben 64.0 


1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 


*veonenzesonieoeopayionioyenstounonnrobinsiononenininos 


~ Unemployment Rate (L) ~~ 


H 
2 
Hi 
3 
: 
i 
Seis Giteeeert -scoseuiguntiannaitnineeneontenceornccieonttrcehentNes 
i 
i 
i 


2000 


67.0 


66.0 


~ 65.0 


last last 
/ month year 
0.4 2.5 
0.2 2.6 
1.0 1.8 
1.5 44 
: 0.2 22 
bi 02 -2.1 
oa 


0.1 1.8 
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LABOUR MARKET TRENDS 
Industry Overview 


Employment by major sector 


Employment growth is concentrated in 108 eet arene 
Services and Construction... 

106 ----se Totabe en 
* Employment in Services rose 44,000 in September, = Goods 

104 ...o~ Services... 


extending its recent strong performance. Notable 
increases were registered in Accommodation & 
Food, Educational and Professional/Scientific 
Services, as well as in Public Administration. 


* Following four straight monthly declines, employment 
was up 12,000 in the Goods sector on the month. 
The Construction industry accounted for most of the 
increase, as employment was little changed in 
Manufacturing and down slightly in the Agriculture 
sector. 


CY FeLi here ait erustaalarean Maven oh aha omen Tuy avon cp feet 


1998 1999 2000 


Employment growth by worker category 


September 2000 (thousands) 


..and in the public sector Total 
* The public sector accounted for a large share of the Private 
total rise in employment in September (+43,000). al at aan0 
The number of paid employees in the private sector Sate. 
was up 18,000, but self-employment remains weak, employed |-126.7 
falling 5,000. 
Public 
sector 


egmonth-over-month 
fay ear-to-date 


Industrial Employment Trends . 


E housands) Levels Change since % Change since 

1999 2000 2000 | last last year-to- last last 

ay __ September August September __ month year dates month year 
Goods-producing 3,804.4 3,832.4 38446 | 122 40.2 207 | 0.3 11 
Agriculture 405.3 367.9 002 | eT? -45.1 -38.9 -2.4 “11.4 
Natural Resources* 264.7 282.4 284.9 29 20.2 9.6 0.9 76 
Utilities 115.8 1155 16a) Og 0.6 10 | 0.8 0.5 
Construction 172.5 806.4 820.0 136 47.5 12.6 1.7 6.1 
Manufacturing 2,246.2 2,260.1 Ce i CO ae ero ai 
ae ra Weve oe ae ose oo 
Trade 2,260.7 2,341.2 23478 | 66 87.1 761 0.3 3.9 
Transportation 751.0 767.9 75 | 04 16.5 $3) ti‘éww 22 
FIRE* 867.8 865.4 go23 | 8 5.5 3.0 | 0.4 -0.6 
Professional/Scientific SiiAlsa 947.3 959.5 12.2 48.0 33.0 iS 53 
Management/Administrative 509.9 559.3 563.3 4.0 53.4 45.8 0.7 10.5 
Educational Services 992.4 957.2 973.7 16.5 -18.7 -28.0 AG -1.9 
Health Care/Social Assistance 1,452.5 1,537.4 1,538.4 1.0 85.9 66.5 0.1 iy) 
Information/Culture/Recreation 634.6 676.4 676.6 0.2 42.0 40.4 0.0 6.6 
Accommodation & Food 93257 SSSI 7/ 961.0 EAS. 28.3 10.4 2.3 3.0 
Other Services 710.1 PPS 696.0 | 26.3 -14.1 “129 | -3.6 -2.0 
Public Administration 768.9 754.4 Wee ae -26 415 1.6 -0.3 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 


DARED SET RTA Ra aI TP TEEN 


Provincial Overview 


Ontario, Alberta and British Columbia 
lead September job gains... 


& 


Employment was up in all provinces in September. 
Ontario, Alberta and British Columbia accounted for 
roughly three-quarters of the overall gain. 


as the unemployment rate declines in 
most provinces 


Although Newfoundland recorded a solid employment 
gain, an even larger increase in the number of job 
seekers drove up the unemployment rate by 0.6 
percentage points to 16.3%. The unemployment rate 
in Nova Scotia was also up, as increases in the 
labour force outpaced job growth in September. 


The unemployment rate fell 1.4 points to 11.3% in 
P.EJ., the biggest drop among all provinces. 
Manitoba, Alberta and New Brunswick also registered 
substantial declines in their unemployment rates in 
September. 


There is considerable variation in unemployment 
rates across provinces. At 4.5%, Manitoba has the 
lowest provincial unemployment rate, while 
Newfoundland has the highest rate at 16.3%. 


Regional employment patterns 


January 1998 = 100 


TOT cone > Kdardie 
o~ Prairies 
101 
98 [BOL Wet eae Yen vad Wen Weak Ved Pape W207 oil Vota WRN Ot Fes or Wo PE) eas ced Coat oh | (aed Cees Ve] Yet ean Veer 
1998 1999 2000 
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Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
2000 last month 
September (000's) % 
Canada 14,957.1 56.3 0.4 
Newfoundland 206.2 Pash 1.3 
Rew 65.2 1.4 Ze 
Nova Scotia 417.6 13 0.3 
New Brunswick 337.0 0.9 0.3 
Quebec 3,447.9 6.9 0.2 
Ontario 5,899.0 18.1 0.3 
Manitoba 558.7 0.5 0.1 
Saskatchewan 480.8 4.8 “93 
Alberta 1,589.6 12.0 0.8 
B.C. 1,954.9 11.0 0.6 


Unemployment rate (%) 


Change since Levels Change since 
last year last last 
(000's) of, | month year 
360.8 2, 6s 0.3 0.6 
0.4 42 | 63 0.6 05 
45 74 118 “14 -2.5 
73 1.8 9.6 0.1 0.2 
8.5 6 0.5 0.3 
80.9 ee -0.2 -07 
179.8 S401 Se -0.2 -0.5 
13.7 25 | 45 0.6 “43 
-2.9 06 | 56 -0.3 0.2 
33.7 22 | as -0.5 -1.0 
35.5 1.8 | 77 0.2 0.2 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Commodity Prices ($U.S. basis 


0 Index, 1982-90=100 


Inflation falls in August as energy prices 
moderate... 


“Ss, Excluding energy 


* Consumer prices were up 2.5% in August on a ec 
year-over-year basis, down from 3.0% in July. Higher 100.0 
energy prices were the main contributors to August 
inflation, although this impact was smaller than in 80.0 OS eae fae 
previous months. The Clothing index was the only Energy 


major component for which prices were lower GO 0 eee UN Aa VANES 0) 
compared to a year ago. 
40.0 Dot ee bo 
* On a monthly basis, consumer prices fell 0.2% in baehanieas BVA te eh titi ener 
August, following an increase of 0.4% the previous 
month. Consumer Prices 
August 2000 % Ch 
" n ; ; Index last last 
..and the "core" rate remains in the (46926400) mon year 
bottom half of the official target range All items CPI 1130 0235 
Food 11341 -0.3 2.4 
* Excluding energy, food and indirect taxes, the "core" Shelter 409.0 03 3.8 
rate of inflation held steady at 1.5% in August, well Household operations 1105 00 13 
within the bottom half of the 1%-3% target range set Clothing & Footwear 105.4 Oe gs 
jointly by the Bank of Canada and the Department of Transportation 430.0 0.9 28 
eience. Health & Personal Care 112.4 0.4 1.7 
* Commodity prices were up 10.5% in September on a Reet ee aT 28 
year-over-year basis. This can be attributed mostly ie bee ae . ay 
to higher energy prices (+31.2%), as non-energy Excl. Food/Energy/indirect Taxes 114.0 0.2 1.5 
commodity prices edged up only 0.7%. Energy 1273 7 8 
Commodity Prices (September) 
Index, 1982-90=100 112.9 341 10.5 
je eee aa Excluding Energy 107.0 45 0.7 
Consumer Price Index 
Gt ue enn Ct, ie hae, Energy 124.1 60 731.2 


% change, year-over-year 


vee Al items 
Excluding Food, Energy and Indirect Taxes 


Provincial CPI Inflation -- August 2000 
yw 49 


Official Target Range: 1%-3% | 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Short term interest rates are down slightly in September... 


* The Bank of Canada's trendsetting Bank Rate has held steady at 6.0% since May. 
Market-determined short-term interest rates have also been quite stable, hovering around the 
9.8% mark through most of September. Canadian short-term interest rates closed 76 basis points 
below comparable U.S. rates on October 4. 


...but long-term yields edge up 


* Canadian long-term bond yields opened September at 5.46%, but subsequently rose above 5.7% 
by the middle of the month, their highest level since May. The run-up in long-term rates occurred 
as rising oil prices raised concern of higher inflation, prompting North American investors to switch 


to shorter maturities. 


* With bond yields rising in tandem across North America, the gap between Canadian and U.S. 
long-term interest rates was virtually unchanged in September. As of October 4, Canadian rates 
stood 25 basis points below comparable U.S. yields. 


Short-term Interest Rates 
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Long-term Bond Yields 
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Key Money Market Rates 


(end of 90-day spread Long Spread 

period) Corporate against Bond against 
Paper U.S. _Yield US. 

1998 5.02 0.09 : 5.23 0.14 


1999 527 049 «8623 622 


April 2000 5.62 -0.64 592 -0.03 


May 598 074 563 -0.39 
June 589 -0.78 561 -0.36 
July 688 071 | 555 027 
August 6.90 067 | 551 -0.23 
Sept 583 072 | 567 023 
Oct 4 568 076 | 570 -0.25 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


end of Prime 
ae od) Bank Lending Mortgage Rate 
Rate Rate year 5 year 
1998 B25 BV TES, 6.20 6.60 
1999 5.00 6.50 735 8.25 


April 2000 5.50 7.00 7.70 8.35 


May 6.00 7.50 8.30 8.75 
June 6.00 7.50 8.10 8.45 
July 6.00 7.50 7.90 8.25 
August 6.00 7.50 7.90 8.25 
Sept 6.00 7.50 7.90 8.25 
Oct 4 6.00 7.50 7.90 8.25 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Stock prices slip in September... 


* After beginning September at a record high, the TSE 300 index lost ground throughout 
the month and into early October. Stock prices were down 7.7% overall in September 
with losses concentrated in the Paper & Forest and Metals & Minerals sectors. A less 
optimistic outlook for earnings in the high-tech sector also pulled the TSE 300 down. 
Despite September's slide, the TSE was up 49.2% ona year-over-year basis. 


* The US S&P 500 and Dow Jones Industrial Average also fell back in September, finishing 
the month down 5.3% and 5.0% respectively. 


..and the dollar falls 


* The Canadian dollar closed out August at just below $US 0.68, buoyed by expectations that 
the federal budgetary surplus would be larger than previously thought. However, the 
currency fell through much of September, and reached a four-month low of $US 0.6622 on 
October 2. Market analysts attributed the weakness to strong international demand for the 
U.S. currency. 


Canadian dollar The Canadian Dollar 
(close) $US index DM yen 
we $US/$C 1992=100 oe Canada (daily) vs. vs. C-6 vs. vs. 
ney. PUL arta feu aa ne $Cdn__(92=100) __$Cdn__$Cdn 
weversus US dollar (L) 
0.80 versus C6 index.(R) 94 Pes 1998 0.6522 78.71 1.082 75.91 
a 90 1999 0.6929 82.67 1313 69.66 
0.75 ar wae e 
A fad ped 86 April2000 0.6756 83.47 1.409 71.90 
0.70 ; ae May O6682 68237 1442 72.41 
‘A My 82 June 0.6754 83.06 1.393 71.84 
ae Lf July 06725 8317 1410 73.23 
, ih August 0.6796 83.13 1459 72.86 
Sept 0.6651 83.16 4.513 71.88 
0.60 bh hco lorie Zh 
1993 1994 1995 1996 1997 1998 1999 2000 
J Oct 6 0.6659 
Stock Market Indices Key Stock Market Indexes 
12,500 TSE 300 (daily) _ September last last 


Yabhed oe) Close month _ year 


11,500 CR AA AMEN SERCH beh 


40,000 TSE 300 10,378 77 #02 
Bear Ae Oil & Gas B02 48 283 

pe peniel Skenee lage Metals &Minerals 3397 -65  -13.0 

7,500 10,500 -f-~--- Utilities 14,529 28 848 
; j Paper & Forest 4,905 -9.6 0.8 

10,000 --.-.- vannnanewnn Merchandising 5,454 2.6 76 

5.000 Financial Services 9,805 oof 46.3 
9,500 Golds 4,055 7) aag 


Price-Earnings Ratio* 34.4 -3.6 6.2 


9,000 Hereanarats Liwsailusematonenued 
2,500 HO TOE ae OA Se) ay Oe 
1993 1994 1995 1996 1997 1998 1999 2000 ep? pw? 8 S&P 500 1,437 -5.3 12.0 


th Dow Jones 10,651 -5.0 3.0 
“columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy grows at a fast pace in the second quarter... 


* Final estimates indicate that U.S. real GDP increased a solid 5.6% (annual rate) in the second quarter 
of 2000. Major increases in non-residential fixed investment, consumer spending and inventory 
investment were partially offset by an increase in imports. 


* Employment rose by 252,000 in September, following two months of decline. The services industry 
led employment gains, but employment in manufacturing was down, partly due to strikes. The U.S. 
unemployment rate fell to 3.9%, matching the 30-year low reached in April. 


* The US. trade deficit jumped to a record $31.9 billion in July, up from June's revised deficit of 
$29.8 billion. Exports fell 1.5% while imports rose only slightly (0.6%). 


...but the Federal Reserve leaves interest rates unchanged 


* At its October 3 meeting, the Federal Reserve decided to leave short-term interest rates unchanged. 
This move was expected as economic growth appears to be slowing and inflation pressures remain 
low. The Federal Reserve Board last changed interest rates in May. 


* U.S. consumer prices fell for the first time in 14 years in August, aided by a drop in energy prices. On 
a year-over-year basis, CPI inflation was 3.4% in August. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
Babi hii gts goo Monthly. change In'thousands; 
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a bas ed ae Seat Woe Jee) Pat at ronal tet Yara ena eee eed eed latg er) Whe} rk eo? Pyral bee) went 


1998 1999 


[ us. Consumer Price inflation U.S. Unemployment & Participation Rates 
%. change, year-over-year Welty eee % % 


; Unemployment Rate 
6.0 LOAN SPEAR RAS AAA MV NON A nie US Wai Rieda hee wo 


Pee ep eS 
Excluding Food & Energy Ny me 
1.0 »e TOtal Bee 20 es SEN... -enantntesnniann Na se ec ran arene eon geek eT 3 
: Participation Rate 
(R) 
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COMING UP 


Key Future Data Releases and Planned Events 


CANADA 
SUIVEY OF VianUlactlininG = AUGUSteNn mare tee. oye ee October 18 
intermational lade — AUGUST aM ete tree okt ike aerate: October 19 
Consumer Price Index —-September cn: o1.tc-c.scarw. 0 cisy cobras wee tnoe. October 20 
GO Pratiactor cOsieeeAUQUSE i iiut ln IA oc A. 5. eee ieee al APN neat Eats October 31 
Business CONdittioms SUIVey’ = OCIOWED...%.,.2.cats: ieee ee oe November 2 
EavOurhorce SUIVey =/OCIODE yeas cules eee. November 3 
Financial Statistics For Enterprises — 3rd Quarter 2000 ...............0..... November 24 
National Economic & Financial Accounts — 3rd Quarter 2000 ........... November 30 
Balance of International Payments — 3rd Quarter 2000 ...............0..... November 30 
Capacity Utilization Rates — 3rd Quarter 2000 000.0... ceeeeceeeeeeeeeees December 7 

UNITED STATES 
Consumer Price Index September.) enc eee ees October 18 
te AllOn a Waders AUGUSTA Some su blir, leks cy etn tre tek Ge October 19 
GDP —3rd.Ouarter 2000) AdVanCe ks... ease fe ee ee October 27 
Employment Situation’ — October ..4.0..)0 0,30 See ee et November 3 
Federal Open Market Committee meeting ........0...000c i eeeeeeeeeenees November 15 


Note: the October MEI uses data available as of October 6, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS % Change since 
last last 
month year 
ds Output grows at a solid pace in August, Real GDP ($92 B) 792.6 0.4 4.4 Aug 
with another strong boost from the pec: 200 8 ae Aue 
Hontech t Services 531.8 0.3 4.2 Aug 
ign-tecn sector. Composite Index 166.0 0.6 8.5 Sept 
ee Employment rises in October, but a mane (000's) Bad A a aa 
f : ull-time : ; b c 
larger increase in the labour force Part-time 2714 0.4 14 Oct 
increases the unemployment rate to Unemployment* (%) 6.9 6.8 7.1 Oct 
6.9%. Youth* 129 12:7 43.8 Oct 
' ~ Adult* 5.7 5.7 5.8 Oct 
Ce CPI inflation hits 2.7% in September, CPI inflation* 2.7 2.5 2.6 Sept 
but core inflation remains low. Retail Sales ($M) 23,428 0.1 5.7 Aug 
Housing Starts (000's) 164.8 4.9 8.6 Oct 
aly Rebounding exports raise Canada's Trade Balance* ($M) 3,984 3,888 3,744 Aug 
trade surplus slightly in August. ExPols Bec Oe Oe Aug 
Imports 30,769 0.8 11.3 Aug 
M&E 10,499 1.0.0) 45:4 Aug 
ve The dollar loses ground as Canadian 
stock prices slide for the second 3-mth Corp. paper* (%) 5.85 5.83 5.05 Nov 1 
ah h Long bond yield* (%) 5.69 5.67 6.36 Nov 1 
straight month. Canadian dollar* (US¢) 65.24 66.51 67.97 Nov3 


*Data in levels only —% change not reported. ' ee 


ee 


The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03. html. 


Industry Industrie +t 
a | Canada Canada Canada 


aD me 


Lie vasboilyat 2 Mo Pi earhngaans | 


‘ 7, : ok 4 
> See “00 7 


‘ i 
(oa on 7 ss “ws 
- ny ruriosh. - a : 
a! mes Res fe Bes occ saugur, ni sos Dios | i swolesanie + 
CR 18 8 Has ort! men t20006 Grote totions fiw! 
mA Ed. a vce Wisc 
ta eee ; a 5 Teton thestedigitl 
. a ¢ 
as ro Vie,a? op og) tiedeshere 3 ad ssdate® ni ene rempotaindl we 
he caer . i ware-Hu% mga y 
Mt hots gpa SHOT TGCS! GT M1 Saee IS Vy eE 
ie - 8° {e"} “Warneo Quien’ G? soit snecrvolymeria off esesatatt 
RR 79) st : ‘vito V Sa 
i 4 Ueats ty 
e 2 z ‘sotalial 99 ‘edenaiqed si RLS eid astelicn bn ity. 
. 19 shes (YE) etme sede COL SIVGiTIOs (OTEAALMoCS Tud > 7) 
D> ’ »4)/ ©'0G)) unkic waicucH Ps 
ot Beat Ate Whe akieT Tebsansl osle stvidxes onthe ey 
, } cayiae ‘Rone JeuDuh, oh yivigile euleine ober 
‘ : ae 7, enn ‘ 2 
; 3 il 5 Aa! i ; 
; Wrenn ss bow; escolieton eft - 
Mi esd eM AR ea Sem Cli. sige brhioose ot ict ebile coon Aoots 
ona Te) Cae» (2) dels: Oro red : a, Fo 
0 PRBS MURR eels Sete nelbane Mivom slgieve 
ol MEET DOSY ete i" PEN ita’? alerwsi oi gery 
- u“ 
oy eyeat broadly Ms 22RD Di Gens sa nonaoe i) vie sy 5 een (FM) “woken Skeid yivinoee’ gee 
mtied tw Serrated towe | oe! Wass Of Barn ae anata Viewe.ins oelnlon rac eg *“.4isve need 
rade in fe Aenea. Weve fe tebyoltioe Pe ot nlelobeyic wi 1! COQ oun |e by)jooom ylorneg tw DUS PhO | 
I EXE SOL pny thse oO. 20.| AR Gist fo Lenein) ont ay baeseone od ann 
: 7 : 
vege" ) wy haath : Sola 
a 7 PP ‘ a A abansth 
“els Tiss 22) Ge 


MONTHLY ECONOMIC INDICATORS 
November 2000 


CONTENTS 

The Economy Page 
ReaLGDP by Indust: Ak A em eeedre: cs elt. AS a Oe 3 
CONSUME OPENING ANG ATUIUGES it: F ik heise, igus, Lins eeek anes nee ete Cae 4 
BUSMESS INVESUNCNL IN: Flan QUGVEGUIPINICMING «<oi...c-cssssad seems te epein eek asso eatua ste sseneen 5, 
PAO SIG ie Soe 8 2 acy c oak esate Ste Rtas Neen ta Pesce eth sdk cias Sa dd oe tae 6 
Made and, COMDCUUIVENESS rintttie gs fe nese ces pseu tte ate en oneness if 


Labour Market Trends 


Employment and CONemPloynienineens. ve tsc. ce cwx uc sacebanbsenont ae -oeneect saaeeeee erates eae 8 
PI CUSIOV OV EIVICW 2 occ cient Aa Rt Tena ROAR Since Rial eee eR RO a Mlemetia Ria ocean & 9 
FLOVINCIAL OVEIVICW 25.3 ee Pe ON BEA acetic eve voiced deeie Senge ia Gane ete. aan. See eee 10 


Prices and Financial Markets 


Consumer and COMIMOGMIVINCOSD hime c ks aica.c tear eee RS ete oS 11 
snon-tenn and Long-tenmn Interest RAlOS osc. 20025 205 on) os ses gee mes nse we a nae 12 
exchange Rates and: Stock PCOS ee ieiacee aunt = ee ee ae gee 13 


The United States Economy 
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This report uses data available as of November 3, 2000. It has been prepared by Eric Chalifoux, Joe Macaluso, Arif Mahmud 
and Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald Letourneau and Shane Williamson. 
Translation has been provided by Lucie Larocque and Sue Hopf is responsible for production support. All information is taken 
from public sources, primarily Statistics Canada, the Bank of Canada and the Canada Mortgage and Housing Corporation. 
Please address comments to Shane Williamson at 613-995-8452 or through the Internet at williamson.shane@ic.gc.ca. 
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THE ECONOMY goier 
Real GDP by Industry PPV BEG 


High-tech industries provide another boost to output in August... 


e¢ Real GDP at factor cost increased 0.4% in August, in line with growth in the previous two months. 
The Manufacturing sector accounted for two-fifths of the total increase. 


...with gains in both Goods and Services 


¢ The Goods sector increased by 0.5% in August, mainly due to a sharp rise in Manufacturing output. 
Manufacturing has posted sharp gains over the past four months, led in particular by higher 
production of telecommunications equipment and computers. Lower activity in the Mining industry 
reflected maintenance shutdowns and lower exploration activity in the oilpatch, which resulted from 
equipment and personnel shortages and poor weather. 


¢ The Services sector expanded by 0.3% in August. Wholesaling activity fell because of lower 
computer sales, but a sharp increase in stock market activity boosted output in the Financial 
industries. Business services posted another solid gain, with roughly half of this attributed to growth 
in computer services. 


‘Real GDP at Factor Cost | Real GDP at Factor Cost (1992 dollars) 
if 
| 5 pehange August 2000 monthly % Change since last 
i Composite Leading $ millions change month year 
| ‘i Indicator 
1.0 | Total Economy 792,610 2,818 0.4 4.4 
| | Business sector 663,595 2,688 0.4 54 
OLS 
| Goods 260,812 1,369 0.5 4.9 
0.0 Agriculture AS A2 8 0.1 -2.5 
| LC Fishing & Trapping 678 -49 -6.7 -1.2 
ee : Logging & Forestry 4,699 =125 -2.6 -3.0 
i Mining* 26,993 -279 -1.0 5.7 
E, nel: trees thr Sha Manufacturing 146,388 1,218 0.8 6.2 
"1997 1998 1999 2000 Construction 42,490 229; 1 A Oss 41 
eS Other Utilities 26,452 367 1.4 4.1 
Real GDP by major sector Services 531,798 1,449 0.3 4.2 
January 1996 = 100 Transport & Storage 37,075 250 0.7 5.5 
Communications 30,363 127 0.4 9.9 
tas Wholesale Trade 50,430 -359 AG 3.3 
123 Ae Retail Trade 51,528 36 0.1 58 
: = Goods eS Finance & Insurance 43,751 574 1.3 6.1 
Bh — Manufacturing Real Estate & Ins. Agent 82,968 314 0.4 2.6 
115 —~ Services Business services 50,220 378 0.8 10.4 
Government services 47,186 34 0.1 25 
Education 40,933 74 0.2 0.5 
107 Health & Social Services 46,493 9 0.0 0.6 
403 Accommodation & Food 20,884 -21 -0.1 ES) 
Other 29,967 BS 0.1 Que, 
996 1997 1998 1999 2000 *Includes Quarrying and Crude Petroleum & Natural Gas 


ee 
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THE ECONOMY 


Consumer Spending and Attitudes 


Consumer spending is strong in the 
second quarter... 


Real consumption rose 3.6% (annual rate) in the 
second quarter of 2000, in line with growth in the 
previous two quarters. 


Spending on services experienced a substantial boost 
on the quarter. However, growth in purchases of 
interest-sensitive durable and semi-durable goods 
slowed considerably from the previous period. 


...but may slow in the third quarter 


Continuing income gains and higher consumer 
confidence should support further increases in 
household spending. Personal disposable income 
surged 8.1% (annual rate) in the second quarter, 
boosted by federal pay equity payments. 


Following three months of solid gains, retail sales 
edged up only 0.1% in August. The slowdown was led 
by lower sales in Furniture and General Merchandise 
stores, but continued strength in auto sales offset 
much of this weakness. Preliminary data point to a 
further increase in auto sales for September, as well 
as a pickup in housing starts. 


Real Consumer Spending and Household Finances 


Total Retail and Motor Vehicle Sales 


2 $ Billions $ Billions 
| 4.0 7.0 
| 23.0 
| 22.0 Total Sales (Left) 6.3 
21.0 
5:5 
20.0 
19.0 Motor Vehicle Sales 
: (Right) 4.8 
18.0 
17.0 Teacteatiaveadestipeeeegel salah NRG richie ecru ie Po eer rats eet) Whe oye A) Di Sas Nekei beste titi 4.0 
1996 1997 1998 1999 2000 


Retail Sales and Consumer Credit 


August 2000 


% Change since 


last 


last 


$ millions month year 


Total Retail Sales (S.A.) 23,428 0.1 ony: 
Food 5,134 0.3 4.4 
Drug Stores AAS5 -0.6 1.9 
Clothing 1,252 -0.9 4.0 
Furniture 1,243 -2.7 8.0 
Automotive 9,550 0.8 8.1 
General Merch. Stores 2,615 -1.7 12 
All other Stores 2,498 0.6 6.0 
Total ex. motor vehicles 17,027 -0.5 5.4 

Consumer Credit 186,934 1.8 1.0/5 


(unadjusted) 


$ Millions, SAAR (unless otherwise noted) | Real Consumer S endin 1 and Attitudes ¥ 
2000 Q1 2000 Q2_ =| 
u228 i223 gone a | nN Index (1995Q1=100) 1991=100 ays 
i 866 504,763 516,732 Gyles | : 
ee Consumption (92$) 487, ; | [Total Spending (L) 
% change 2.9 3.5 34 36 | 449 | —Durable Goods (L) wa 
Durable Goods 66,487 71,859 75,824 76,504 — Consumer Attitudes* (R) ve 140 
% change 5.9 81 9.4 3.6 550 we 
Semi-Durable Goods 45,751 47,103 48,572 48,728 120 
% change 4.4 3.0 89 13. fi 130 
Non-Durable Goods 120,795 123,344 125,028 125,464 | 
% change hii Bo 1.4 1.4 fee ag 
: 110 my 
Services 254,833 262,457 267,308 270,616 1 | 
9 tj 
% change 25 3.0 hve 60 lt el 80 
100 he 
Disposable Income 567,960 590,608 611,864 623,912 | | | |i | i 
90 — 4 A) teal ] 60 
% change 3.9 4.0 77 8.1 JASADVARAUQZEAIABL RBA dae 
Saving Rate (%) 45 3.7 3.9 44 95 | 9 | 97 98 99 00 
Debt-to-Income Ratio (%) 94.9 96.1 95.8 95.1 *Conference Board of Canada 
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THE ECONOMY 


Business Investment in Plant and Equipment 


Business investment rises faster in the 
second quarter... 


Business investment recorded another solid advance 
in the second quarter, extending its recent string of 
sharp gains. Spending on Machinery & Equipment 
(M&E) soared 28.5% (annual rate), due mainly to 
higher purchases of computers and other office 
equipment. Increased purchases of transportation 
equipment by the oil and gas sector also played a 
role. 


Growth in Non-Residential Construction slowed to 
2.9% (annual rate), following an increase of 10.2% in 
the first quarter. 


..and is expected to expand further for 
the rest of the year 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


The investment outlook remains positive, given recent 
gains in corporate profits and rising capacity 
utilization rates. 


Indeed, imports of M&E have risen sharply in both 
July and August. However, non-residential building 
activity fell in August, albeit following a strong rise in 
July. 


BUSINESS INVESTMENT 


Machinery & Equipment (1992$) 65,357 78,597 
% change 9.0 15.6 
Non-residential Construction (1992$) 39,502 40,288 
% change 1.7 2.0 
Capacity Utilization (%, Non-farm goods) 83.3 84.9 
Capacity Utilization (Mfg. sector) 83.8 85.7 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 142,296.0 174,317.0 
% change -13.3 PPS) 
Profits - Non-financial industries 94,891.0 123,372.0 
% change -13.6 30.0 
Profits - Financial industries 47,406.0 50,945.0 
% change -12.5 725 
Business Credit 694,677.7 729,727.8 
% Change 10.6 5.0 


| 


Investment in Plant and Equipment 


Index (1992Q1=100) % 

i) 9235 100 | 
| ==Machinery & Equipment (L) 
| 215  _ Non-Residential Construction (L) 
| 495 Capacity Utilization (R) 90 


175 


155 


135 


115 


ok) 


fos le a ee et 8 | 
1992 1993 1994 1995 1996 1997 1998 1999 2000 


‘Corporate Profits & Business Confidence | 


Index, 1991=100 % of GDP | 
(2Corporate Profits as % of GDP (R) | 
=~ Business Confidence* (L) ay 

150 
| 10 | 
| af 
| 125 | ie : | 

3 t 
| a 

aa ae 
' 100 iil ae 
| : { i \ 
wlll 
| 75 etel | UUW Hg | 
| 1992 1993 1994 1995 1996 1997 1998 1999 2000 | 


*Conference Board of Canada 
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76,508 81,248 84,704 90,184 
6.0 27.2 18.1 28.5 
40,200 41,040 42,052 42,352 
ZrO) 8.6 10.2 29 

85.7 86.5 87.5 87.9 

86.7 87.0 87.8 88.4 
181,716.0 189,792.0 204, 288.0 207,660.0 
PASE 19.0 34.2 6.8 
129,740.0 135,332.0 140,360.0 147,312.0 
47.5 18.4 19:7 AES 
51,976.0 54,460.0 63,928.0 60,348.0 
-7.8 20.5 89.9 -20.6 
MOAI 746,400.0 755,693.0 771,550.3 
7.6 6.3 Sl 8.7 
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THE ECONOMY 


Housing 


The housing market weakens 
considerably in the first half of 2000... 


¢ Business investment in Residential Construction fell 
11.0% in the second quarter, after registering only a 
slight advance in the first quarter. 


¢ Astrike by cement truck drivers in Toronto contributed 
greatly to this slump, leading to lower investment in 
new housing. However, sales of existing homes were 
also down on the quarter, and the pace of renovation 
activity slowed. 


...but is showing some signs of recovery 
in the third quarter 


* Residential construction rose 1.7% in August, its 
second consecutive monthly increase. Still, the 
average level of activity in July and August is 1.1% 
lower than in the second quarter. There is some 
evidence that the recent momentum will be sustained 
into the fourth quarter, given solid increases in housing 
starts in September and October. 


¢ Higher mortgage rates have been a major factor 
behind the recent weakness in the housing market. 
The outlook is somewhat positive, however, as 
mortgage rates remain stable and levels of full-time 
employment and consumer confidence are high. 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
1998 


1999 


2000 Q1 2000 Q2 


Residential Construction 41,523 44,259 45,832 44,528 
% change -2.0 6.6 0.6 -10.9 
Construction by Business sector 41,277 43,983 45,560 44 256 
% change -2.0 6.6 0.6 -11.0 
New Housing 20,701 22,258 22,996 21,800 
% change -3.5 Veo, -7.9 -19.2 
Alterations & Improvements 13,640 14,399 15,212 15,328 
% change 24 5.6 10.2 Sho 
Ownership & Transfer Costs 7,182 209) 7,624 7,400 
% change if tii} 10.3 -11.2 
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Housing Activity 
| $ Billions 
| 15 Residential Construction 
| (Left) 


ie y 


1996 1997 


1998 


ee 


Housing Starts (Right) 


1999 


Units (000s) 
200 


175 | 


150 | 


425 
100 | 
| 


Prada TR i 
2000 | 


Monthly Housing Indicators 


levels 
Residential Construction (1) | 13,807 
($92M, factor cost basis) 
Building Permits, $M (2) 1,636 
Sales of Existing Homes (2) 20,008 


(# of units) 


Housing Starts, # of units (3) 164,800 


Newfoundland 1,200 
Prince Edward Island 700 
Nova Scotia 1,800 
New Brunswick 1,900 
Quebec 21,500 
Ontario 73,500 
Manitoba 1,600 
Saskatchewan 1,900 
Alberta 20,800 
British Columbia 18,700 


Change since 


last last 
month year 
1.7% 2.0% 
-13.4% 4.3% 

-134 

7,700 13,000 
200 400 
. 400 400 
200 -1,400 
-1,300 400 
-400 700 
6,100 13,600 
300 -1,200 
200 -300 
-2,900 -1,100 
5,300 4,800 


1 - August data; 2 - September data; 3 - October data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


| Growth in Real Residential Construction ¥ 


| % change, SAAR 
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THE ECONOMY 
Trade and Competitiveness 


Merchandise Trade Flows and Balance 


Export growth outpaces imports in sehuions $illons 


August... 35.0 


¢ Exports increased by 1.0% in August, partly 
rebounding from a sharp 3.8% drop in July. 
Automotive exports were up on the month, while 
shipments of aircraft and telecommunications 
equipment boosted exports of M&E. Continued 


weakness in U.S. housing demand cut into exports 20:0 aial 

of Forestry Products, and exports of Industrial Madge a 

Goods & Materials also fell. 15.0 (ih | | il: 
¢ Imports rebounded 0.8% in August, sparked by a | 40.0 Hil 


. : . | 
turnaround in imports of Automotive Products. tl ETC) eee eS aaa 


30.0 
Exports wo iy 


25.0 
oS a (L) 


Canada-U.S. Unit Pbeur Cost Ratios 
ULC Ratios (1992=100) $US per $C 


.. resulting in a slightly higher trade 
120 


surplus A declining ratio represents improving Canadian competitiveness 
s«« Total Economy (L) 
---- Manufacturing (L) 1.1 


e Since the increase in exports was higher than that 
("_) Exchange Rate (R) 


for imports, Canada's trade surplus improved slightly 100 
to $4.0 billion in August. The cumulative trade | 
surplus over the first eight months of the year was 
$32.8 billion, up $10.6 billion on a year-to-date 80 
basis. 


0.8 | 


Maa aggec.. 


L 
89 91 93 95 97 99 Sy Ay 2ars 
| 99 | oo | 
Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


August 2000 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
July August 1999 2000 July to July to July to 
2000 2000 Jan-Aug. Jan-Aug. Aug. 2000 Aug. 2000 Aug. 2000 

Exports 34,415 34,753 235,514 272,566 338 1.0 10.7 

to United States 29,634 30,018 202,220 234,109 384 is 10.7 
Imports 30,527 30,769 213,338 239,751 242 0.8 11.3 

from United States 22,278 22,605 163,797 177,162 327 ALS 7.6 
Trade Balance 3,888 3,984 22,176 32,815 96 

with United States 7,356 7,413 38,423 56,947 57 
Exports by Commodity 
Agriculture/Fishing Products 2,402 2,334 16,857 18,270 -68 -2.8 10.7 
Energy Products 4,035 4,141 18,059 31,167 106 26 52.6 
Forestry Products 3,479 3,323 25,657 27,836 -156 4.5 0.1 
Industrial Goods & Materials 5,624 5,362 37,551 42,768 -262 4.7 8.0 
Machinery & Equipment 8,613 8,959 55,869 68,357 346 40 23.4 
Automotive Products 7,761 cohT tS 63,326 64,698 354 4.6 -7.1 
Other Consumer Goods 1,228 1,201 8,982 9,550 =277 DD 5.6 
Imports by Commodity 
Agriculture/Fishing Products 1,516 1,576 11,699 12,106 60 4.0 6.5 
Energy Products 1,587 1,505 6,146 11,356 82 -5.2 66.7 
Forestry Products 242 264 1,797 2,025 22 9.1 13.3 
Industrial Goods & Materials 5,958 5,814 40,375 46,810 -144 -2.4 12.6 
Machinery & Equipment 10,396 10,499 70,872 80,458 103 1.0 151 
Automotive Products 6,398 6,690 49,991 52,224 292 46 0.5 


Other Consumer Goods 3,295 3,352 24,217 26,123 Sy, her 9.5 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Despite modest job gains in October... 


¢ Employment rose by 20,000 in October, with a 
sharp gain in the number of full-time jobs (+52,000) 
partly offsetting a decline in part-time work 
(-32,000). Following a period of weakness in the 
summer months, employment has now increased in 


each of the past three months. 


¢ Full-time employment is up 2.6% on a 
year-over-year basis, compared to an increase of 


1.1% in the number of part-time jobs. 


...the unemployment rate edges up to 
6.9% 


¢ Growth in the labour force outpaced October's 

employment gain, raising the national unemployment 
The youth 
unemployment rate rose 0.2 percentage points to 
12.9%, but the adult unemployment rate was 


rate 0.1 percentage points to 6.9%. 


unchanged at 5.7%. 


¢ The influx of new job seekers pushed up the 
participation rate to 66.0%, for the first time since 


1994: 


Labour Force Trends 


Employment 
80 Monthly change in thousands 


60 
40 


20 


1999 


| Unemployment Rate 


%e 
13.0 


Unemployment Rate (L) 


Participation Rate (R) 


68.0 


y IBOUOteatOrt aL socio ied vation 64.0 
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 


Levels Change since | % Change since 
(in thousands) 1999 2000 2000 last last year-to- last last 
October September October year date month year 
Employment 14,633.6 14,957.1 14,977.3 0.1 28 
Full-time 11,948.9 PAPA IIETA 12,263.4 S137 314.5 168.0 | 0.4 2.6 
Part-time 2,684.7 2,745.4 PATA oS) -31.5 OS) 61.8 | -1.1 set 
Youth 15-24 2,223.4 ZSts25 ZotorZ Pdi 92.8 62.1 | 0.1 4.2 
Adult 25+ 12,410.3 12,643.5 {2,661.1 17.6 250.8 167.8 | 0.1 2.0 
Self-employed 2,429.3 2,382.3 2,366.1 -16.2 -63.2 -142.9 -0.7 -2.6 
Unemployment 1) 125:6 1,098.8 Ais:3 14.5 -12.3 38.4 4 133) -1.1 
Unemployment Rate fan 6.8 6.9 0.1 -0.2 0.1 | 
Youth 15-24 13.8 12.7 12.9 0.2 -0.9 Gos) 
Adult 25+ 5.8 57 5.7 0.0 0.1 one | 
Labour Force 15,759.2 16,055.8 16,090.6 34.8 331.4 268.3 an 0.2 2.1 
Participation Rate 65.5 65.9 66.0 | 0.1 0.5 0.4 
Employment Rate 60.8 61.4 61.4 3 0.0 0.6 ae 4 
MEI November 2000. 
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LABOUR MARKET TRENDS ae ine 
Industry Overview i i 3 


Employment by major sector 


Employment growth is concentrated in saikepaats © ama 


Manufacturing and Services... by 


== Total 
106 — Goods 


¢ Broad-based gains in the Services-producing con 
mete rv 


industries have been the main source of job growth 
so far this year. In October, employment was up a 


further 22,000 in this sector, with notable gains in 102 
Professional & Scientific Services and Transportation 
& Warehousing. 100 
¢ In contrast, labour market conditions have generally Ce ibe liertertls ki sy am 


been weaker overall in the Goods sector. A sizeable = 
gain in Manufacturing in October was offset by losses 


in Construction and Agriculture, leaving employment 


down 2,000 on the month. | October 2000 (thousands) 


...and in the private sector Total 

¢« The private sector accounted for the total rise in ae 
employment in October, as the number of employees baat iet A$? 
in the public sector was virtually unchanged. ute 


| employed | -142.9). 


¢« Self-employment fell 16,000 in October, bringing 


year-to-date losses to 143,000. | Public 
sector 


‘Employment growth by worker category : 


Industrial Employment Trends 
Levels Cc 9 


(in thousands) hange since % Change since 

1999 2000 2000 ; last last year-to- last last 

October September October month year date month year 

Goods-producing 3,828.2 3,844.6 3,843.1 -1.5 14.9 -22.2 -0.0 0.4 
Agriculture 402.2 360.2 395:3 -4.9 -46.9 -43.8 -1.4 -11.7 
Natural Resources* 267.0 284.9 285.8 0.9 18.8 10.5 0.3 7.0 
Utilities 116.4 116.4 115.6 -0.8 -0.8 0.2 -0.7 -0.7 
Construction 780.5 820.0 800.7 -19.3 20.2 -6.7 -2.4 2.6 
Manufacturing 2,262.0 2,263.1 2,285.8 a 22M; 23.8 17.6 1.0 131 
Services-producing 10,805.4 TA A225 11,134.2 PAIL 328.8 252.0 0.2 3.0 
Trade 2,260.7 2,347.8 2,341.2 i -6.6 80.5 69.5 -0.3 3.6 
Transportation USI 767.5 1191 11.6 22.4 14.9 1) 3.0 
FIRES 866.1 862.3 869.7 74 3.6 4.4 0.9 0.4 
Professional/Scientific 909.1 959.5 974.4 } 614.9 65.3 47.9 1.6 eZ 
Management/Administrative 505.4 5OGiS Olea ‘ 3.9 61.8 49.7 0.7 1272 
Educational Services 994.7 973.7 969.4 | -4.3 -25.3 -32.3 -0.4 -2.5 
Health Care/Social Assistance 1,460.8 1,538.4 1,529.0 -9.4 68.2 Sat -0.6 47 
Information/Culture/Recreation 636.6 676.6 685.7 9.1 49.1 49.5 eS 7.7 
Accommodation & Food 932.2 961.0 956.5 f 4.5 24.3 5.9 -0.5 2.6 
Other Services 713.4 696.0 69.6 | 06 -16.8 A23 0.1 2.4 
Public Administration 769.8 766.3 16825 i -0.8 -4.3 -2.3 -0.1 -0.6 


} 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS hy e rT. 
Provincial Overview \ 


Regional employment patterns i 


Ontario leads October job gains... ee eect ae eee 
; 3 ; sh ace —Atlantic NE 7 OL a 
¢ Job growth remains strong in Ontario, rising 27,000 | ex ee ie, 
in October. However, growth in the labour force was 4104 Mae Mae Dates 
even stronger, raising Ontario's unemployment rate aii, 
to 5.9%. 101 
¢ Solid job gains were also posted in Saskatchewan | PM: ERT Mie Oe SS anne et are Ramet occ A I 
and Alberta. In both provinces, unemployment rates eure nose ried 
edged down 0.1 percentage points. | 44g January 1998 = 100 
~~ Quebec 
107 == Ontario 


...but employment falls sharply in Quebec eee 
and PEI 


¢ Quebec experienced the largest absolute drop in 


employment in October (-20,000), extending the 1998 "4999 2000 
slowdown in job growth evident since the beginning of Bie aaihe ots i 
the year. Quebec's unemployment rate rose 0.3 | Unemployment Rates -- October 2000 | 


points to 8.5% on the month. eet or eek oe ree 


16.6 


¢ In percentage terms, the biggest job loss was in PEI, 
which contributed to a sharp 2.2 point rise in its 
unemployment rate to 13.5%. 


¢ Job losses in Manitoba also resulted in a higher 
unemployment rate. 


Provincial Employment and Unemployment Trends 


Employment (thousands) Unemployment rate (%) 


Levels Change since Change since Levels Change since 
2000 aoe menth last year last last 


October (000's) (000's) 


% % month 


year 


Canada 14,977.3 20.2 0.1 343.7 28 6.9 0.1 -0.2 
Newfoundland ANY, if -0.5 -0.2 -2.0 -1.0 16.6 0.3 0.2 
P.E.I. 64.0 -1.2 -1.8 72.| 3.4 13.5 Zee 0.1 
Nova Scotia 418.4 0.8 0.2 8.1 2.0 9.3 -0.3 -0.1 
New Brunswick 337.3 0.3 0.1 9.6 2.9 9.7 0.0 0.0 
Quebec 3,428.3 -19.6 -0.6 SP lie 8.5 0.3 -0.4 
Ontario 5,926.4 27.4 0.5 182.8 3.2 5.9 0.1 0.0 
Manitoba 555.7 -3.0 -0:5 12s ae 46 0.1 -0.8 
Saskatchewan 484.2 3.4 0.7 0.9 0.2 5.5 -0.1 -0.5 
Alberta 1,597.5 7.9 0.5 37.9 2.4 47 -0.1 -0.5 
Bic: 1,959.8 49 0.3 55.0 29 UNE 0.0 0.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


CPI inflation rises to 2.7% in September... 


¢ Consumer prices were up 2.7% on a year-over-year 
basis in September, up from 2.5% in August. As has 
been the case for much of the year, higher energy 
prices accounted for roughly half of September's 
annual rise. 


e Increased costs for mortgage interest and food from 
restaurants also contributed to inflation, but prices 
were lower for autos, computers and daycare. 


...but the "core" rate remains in the 
bottom half of the official target range 


¢ Excluding energy, food and indirect taxes, the "core" 
rate of inflation edged down to 1.3% in September, 
well within the bottom half of the 1%-3% target range 
set jointly by the Bank of Canada and the 
Department of Finance. 


* Commodity prices were 14.6% higher in October 
compared to last year, pushed up by a sharp rise in 
energy prices. 


Consumer Price Index 
‘ % change, year-over-year 
=All items 
~- Excluding Food, Energy and Indirect Taxes 


3.0 


Official Target Range: 1%-3% 


0.0 


AQ bo 
1993 1994 1995 1996 AST 1998 1999 2000 


Commodity Prices ($U.S. basis 


Index, 1982-90=100 


140.0 


120.0 


60.0 - NaN | 


| 
1995 1996 1997 1998 1999 2000 | 


Consumer Prices 


September 2000 9, Change sirice 
Index last last 
(1992=100) month year 
All items CPI 114.4 0.4 PLA 
Food 1122 -0.8 DD 
Shelter 109.6 0.6 3.8 
Household operations 110.5 0.0 0.9 
Clothing & Footwear 107.4 1.9 0.2 
Transportation 131.9 LES) 3.9 
Health & Personal Care H23 -0.1 AES 
Recreation, Educ. & Reading 124.9 0.1 2.0 
Alcohol & Tobacco 98.4 0.4 4.0 
Excl. Food/Energy/Indirect Taxes 114.2 0.2 13 
Energy 132.8 43 15.1 
Commodity Prices (October) 
Index, 1982-90=100 AS37, -2.0 14.6 
Excluding Energy 104.6 -2.2 0.0 
Energy 130.7 -1.7 46.7 


Provincial CPI Inflation -- September 2000 | 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Lut 


Short term interest rates are virtually unchanged in October... 


¢ The Bank of Canada kept its trendsetting Bank Rate steady at 6.0% in October. 
Market-determined short-term interest rates have also been quite stable, closing October at about 
the same level as at the end of September. Canadian short-term interest rates closed 75 basis 
points below comparable U.S. rates on November 1. 


...but long-term yields rise after falling early in the month 


¢ Canadian long-term bond yields fell in the first half of the month, with falling equity prices 
increasing the demand for bonds. North American bond yields subsequently rose later in the 
month, as data on U.S. average hourly earnings and import prices pointed to rising inflationary 
pressures south of the border. 


¢« As of November 1, Canadian long-term bond rates stood 9 basis points below comparable U.S. 
yields, down from a gap of 14 points at the end of October. 


Wiese Ere Key Money Market Rates 


Short-term Interest Rates (end of ass spread | Long — spread 
SS a i ae a ra Eee ae fe ee iod orporate against Bond against 
P 90-day Corporate Paper 6.25 Canada (daily) perce Paper U.S. Yield U.S. 
1998 5.02 0.09 By23) 0.14 
; 1999 B27 6049 | PE23 4022 
6 United States 
6.00 
May 2000 5.98 -0.74 5.63 -0.39 
ae pa, Aes June 5.89 -0.78 5.61 -0.36 
2 Canara July 5.88 0:71 | (5165 | 4-0127 
A ite a. ey August 5.90 067 | 551 -0.23 
TTR SON OIG 
z IEVEREEERE Sept 5.83 -0.72 5.67 -0.23 
=? Oct 686) 0751 S61 014 
Vasboieted dite dtaddtt det fr OU a antedadateasit Cats tots tekstit a tiahe delet bod st Artiste atic deabakadovtesbedraaat ere A nN 6 ees 
1995 1996 1997 1998 1999 2000 SHe Fee Nov 1 SST SE SEE lair 
ars A positive spread indicates that Canadian rates 
ees Poe = are above their U.S. counterparts. 
Long-term Bond Yields : 
Me aint ee Tt a eo ps Ra eS Be Key Lending Rates 
10 Canada (daily) DSi TR a a 
6.00 (end of Prime 
Canada period) Bank Lending Mortgage Rate 
Rate Rate year Syear 
| 1998 5:25 S745) 6.20 6.60 
5.75 
1999 5.00 6.50 8) 8.25 
4 
May 2000 6.00 7.50 8.30 8.75 
S , 5.50 June 6.00 7.50 810 8.45 
| A hat July 6.00 7.50 7.90 8.25 
° Bae oe ea a eas August 600 750. 790° 8:25 
oe , Sept 6.00 7.50 7.90 8.25 
1995-1996. |= 1997. 1998» 1999-2000 SU a a ME Oct 6.00 750 7.90 8.25 
| or Se OF oS Ro 
La We a. . Nov 1 6.00 7.50 7.90 8.25 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The TSE 300 falls sharply for the second straight month... 


¢ The TSE 300 index closed out October down 7.1%, dragged lower by concerns over the 
profit outlook in the high-tech sector, tensions in the Middle East, and surging oil prices. 
Despite this loss, which follows a similar drop in September, the TSE 300 was still up 
32.8% on a year-over-year basis in October. 


¢ The U.S. S&P 500 was lacklustre in October, finishing the month 0.5% lower, while the 
Dow Jones Industrial Average gained 3.0% over the month. 


..and the dollar weakens further 


* The Canadian dollar lost ground throughout October, closing below $US 0.66 for the first 
time since March 1999. The weakness in the Canadian currency has been attributed to the 
recent poor performance of Canadian equities and strong global demand for the U.S. dollar. 


The Canadian Dollar 


‘Canadian dollar 
(close) $US index DM yen 
$US/$C 1992=100 68 hoes Canada (daily) vs. vs. C-6 vs. vs. 
Y $Cdn _(92=100) _ $Cdn_ —_—‘$Cdn 
«= versus US dollar (L) 
-~versus C6 index (R) 94 1998 0.6522 78.71 1.082 79:91 
90 vie | 1999 0.6929 82.67 ISAS 69.66 
gg 0-67 May 2000 0.6682 82.37 1.442 72.41 
NA June 0.6754 83.06 1.393 71.84 
82 0.66 | July 0.6725 83.17 1.410 73.23 
August 0.6796 83.13 1.459 72.86 
ve Sept 0.6651 83.16 1.513 71.88 
ee Re Mee CO ee nes iA op aOR @ieS 0.6568 61.87...4,517. 71.70 
"4993 1994 1995 1996 1997 1998 1999 2000 ries oo S| 
ays Nov 3 0.6524 
Bec Markat indices | Key Stock Market Indexes 
SSE AS aa ee a PS REP SG TEESE SS Oe Gea Tega % change from 
12,500 mone TSE 300 (daily) October last last 
: Close month year 
oD a ae | TSE 300 9640") 74 | 328 
Dow Jones 44 608 Oil & Gas 7,342 -8.5 21.1 
Sa IZED ave ; Metals & Minerals 3,528 3.9 -9.5 
7,500 40,500 Utilities 15,536 6.9 68.9 
Paper & Forest 4,731 -3.6 -4.9 
10,000 Merchandising 5,498 0.8 183 
5.000 TSE 300 Financial Services 10,121 SP 39.1 
; 9,500 Golds 3,671 -9.5 -33.4 
Price-Earnings Ratio* 27.5 -6.8 -2.1 
2,500 Pee an He RONG pte GENE 
"1993 1994 1995 1996 1997 1998 1999 2000 See ou © S&P 500 1,429 -0.5 4.9 
E ee Dow Jones 10,971 3.0 22, 


*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy slows in the third quarter... 


e Advance estimates suggest that U.S. real GDP growth slowed to 2.7% (annual rate) in the third 
quarter of 2000. Solid gains in consumer spending and business investment offset lower residential 
investment and decreased government spending in the quarter. 


¢ U.S. employment rose by 137,000 in October, led by gains in Construction and Mining. Following two 
months of large increases, employment in the Services industry was little changed. The 
unemployment rate held steady at a 30-year low of 3.9%. 


e After hitting a record high in July, the U.S. trade deficit narrowed to $29.4 billion in August. Exports 
increased by 3.5% while imports rose only slightly (0.8%). 


...but productivity growth remains strong 


¢ Productivity in the non-farm business sector rose a larger-than-expected 3.8% (annual rate) in the 
third quarter of the year. This helped moderate the rise in unit labor costs, a key gauge of inflation 
pressures, which was up 2.5 percent in the third quarter. 


e Ona year-over-year basis, U.S. consumer prices were up 3.5% in September. Inflation excluding 
food and energy prices has trended up through most of 2000, rising to 2.6% in September. 


| U.S. Real GDP Growth | U.S. Non-farm Payrolls 
| % change, SAAR ae Monthly change in thousands 
oe. | 500 | 


U.S. Consumer Price Inflation 


: ‘% change, year-over-year | | % % 


Unemployment Rate 


(L) 


68 | 


| 4.0 ee ~ 67 
| | % ; j 
~~ Excluding Food & Energy | ‘ Z \ A pine 
| By fad A 
AR Total 2.0 YN ¥ 66 
2 Participation Rate 
(R) 
0.0 CG ares 0.0 Leossuiualunnarinrtions 65 
“4994 4995 1996 1997 1998 1999 2000 \ 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 
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COMING UP 
Key Future Data Releases and Planned Events 


CANADA 

Suivey ol Manulactoring = SeplemDety 2. 4ct..c.es. cv... ccdacss caster mamadennee’ November 17 
IMtemavonal Wade SCDICM DS ier etice eae 5 estes ecu uioemmner acu sancceees November 21 
COASUMel PCE INGGX OO nlOpe ia keys. vote ts ceoteta eee saee es November 21 
Financial Statistics For Enterprises — 3rd Quarter 2000 ..................0. November 24 
SDP alstaltOmeOstic SCDICIN DEL piccracnurccsavastasutcnietne ms hone Meee: eee Aaa November 30 
National Economic & Financial Accounts — 3rd Quarter 2000 ........... November 30 
Balance of International Payments — 3rd Quarter 2000 ................... November 30 
LADOUL sO1CG SUMEY: — NOVCMIDE Ge ni c2..ccc.udte a teeta imaeat, alse aces December 1 

Capaciy, Utlizauonimnates'= one Quanmer 2000) 2 iat... ieen-ts ances see December 7 


UNITED STATES 


CONSUME EMTICeANG CX '— JO ClOD GRA ta either ete apiece? ins. 5 dence ead eee ame November 16 
Mipeimational \Wtade Se Oiembe Gaeta t-te noo vaoenwaeevnaieosaone November 21 
GDP slo. QuantepZ000) Pireiimitaty eta set naemeneneeee.cte 1 4-ate erm November 29 
Employment situation iINOVeMmDe iat... ....) kee ce ee es. eae December 8 

Federal Open Market Committee meeting ........20...........ceeeceseeeeeeeeeeees December 19 


Note: the November MEI uses data available as of November 3, 2000 
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HIGHLIGHTS Key Monthly Economic Indicators 


last last 
The economy's strong performance month year 
extends into the third quarter, with Real GDP ($92 B) 792.6 -0.0 4.1 Sept 
Par . Oo Goods 259.0 -0.5 3.6 Sept 
output rising an annualized 4.8%. Peete ae a 4A Sept 
Composite Index 167.6 0.7 9.0 Oct 


uy Employment increases in November, 


accompanied by solid growth in the Employment Oe) 18020 gc Cerny 


Full-time 12,343 0.6 2.6 Nov 
labour force. Part-time 2,693 -0.8 1.4 Nov 
Unemployment* (%) 6.9 6.9 6.9 Nov 
4 ; ' Youth* 12.6 12.9 13.1 Nov 
ve Despite slowing U.S. demand, Canada's adult ah Be Be icy 
trade surplus remains high due to our 

improving terms of trade. CPI inflation* 2.8 dy § 2.3 Oct 
Retail Sales ($M) 23,549 0.4 6.0 Sept 
Housing Starts (000's) 155.8 -5.5 -2.6 Nov 

ve The Bank of Canada holds rates steady 
as core inflation stays below the Trade Balance* ($M) 4,299 4,063 2,878 Sept 
F ; aia Exports 34,948 0.1 14.1 Sept 
midpoint of the official target band. imports 30.649 “07. 40-4 sept 
M&E 10,508 0.5 15.9 Sept 

uy The Canadian dollar falls to a two-year 


. 3-mth Corp. paper* (%) 5.78 5.85 5.05 Dec 6 
low in November, but rebounds on Long bond yield* (%) 5.52 5.61 6.10 Dec6 


positive economic news. Canadian dollar* (US¢) 65.90 65.68 67.82 Dec8 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (ME!) provides a variety of economic analysis and data in a convenient format. The MEI‘doés not — 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner : 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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This report uses data available as of December 8, 2000. It has been prepared by Eric Chalifoux, Joe Macaluso, Arif Mahmud 
and Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald Létourneau and Shane Williamson. 
Translation has been provided by Lucie Larocque and Sue Hopf is responsible for production support. All information is taken 
from public sources, primarily Statistics Canada, the Bank of Canada and the Canada Mortgage and Housing Corporation. 
Please address comments to Shane Williamson at 613-995-8452 or through the Internet at williamson.shane@ic.gc.ca. 
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THE ECONOMY goon 


National Economic and Financial Accounts -- 3rd Quarter, 2000 rr EGE 
E é : Growth in Real Gross Domestic Product | 
Strong growth continues in the third ‘change SAAR Wo . gh Wme 
quarter... | 


¢ Real GDP rose 4.8% (annual rate) in the third 
quarter of 2000, sustaining the strong pace of the 
past two years. This extends the string of 
uninterrupted output gains to 21 quarters, the 
longest since the 1960's. 


| 94 95 96 97 98 99 Pe tle ral Ae) 
| [TAGS h Gil i: OOoe a: 


e Final domestic demand advanced a solid 5.9% 
(annual rate) in the third quarter, supported by [oe 


increases in consumer spending and housing, and 


: GDP and Final Domestic Demand _ ‘ 
continued strength in business investment. | 


$ Billions 
| 950 
¢ An inventory buildup provided a major boost to | 900 
third-quarter results, representing 40% of total output | nes 
gains. 
800 
* Real exports of goods and services edged down | 750 at : 
Final Domestic 


0.5% (annual rate) in the third quarter, the first 
decline in nearly four years. This reflects weaker 
demand in the U.S., as exports were dampened by 080 coo os Mae tee ontecc tow” ce eon toe 
lower shipments of automotive products and energy [2 =. oe ene ae 
products. 


700 Demand 


| Growth in Personal Income 
| % change, SAAR 


..but growth in personal income and 
corporate profits slows 


* Growth in personal income slowed to an annual rate 
of 3.2% in the third quarter. Strong income gains in 
the first half of the year were affected by special 
factors, including federal pay equity payments. 


945595 1965097, 980599 2 oe ae ie 2S 


¢ The personal saving rate fell to an ali-time low of 2.3% LD ann Sees ox es Bia § beret 
in the third quarter, while the household 
debt-to-income ratio reached a near-record 96.3%. 


Personal Debt and Saving Rate 
% % 
100 


* Corporate profits increased by 4.2% (annual rate) in | oe Deena aa debt 
the third quarter of 2000. After rising 24% overall in 95 \ a 


1999, profit gains have slowed considerably in the last 90 Hs 
two quarters. | 
85 

pares ‘aie 

7s Personal saving SAX 

rate 

f 70 tite Ol reid Vind ; a) 

90) SO 92 93594 95m CG O% 98) 99) 200 
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THE ECONOMY 
Real GDP by Industry 


The economy pauses in September... 


« Real GDP was flat in September, following a four-month string of solid gains. Losses in 
Manufacturing were largely responsible for the slowdown. 


...held back by losses in Manufacturing 


* Output in the Goods sector fell 0.5% in September. Losses in Manufacturing were broadly based, 
as production of electrical and electronic goods was scaled back for the first time this year, and 
production difficulties and softer U.S. demand affected auto assembly. While the impact of losses in 
Manufacturing dominated overall results, most other major industry groups in the Goods sector also 
weakened. 


* Services-producing industries expanded output by 0.2% in September, with notable gains in 
Business Services, Government Services and Accommodation & Food. Demand for computer 
services remained very robust, accounting for about half of the increased activity in Business 
Services. Wholesaling activity declined, reflecting slower sales for distributors of automotive 
products, food products and building materials. 


‘Real GDP at Factor Cost | Real GDP at Factor Cost (1992 dollars) 
5 sec hange | September 2000 monthly % Change since last 
Composite Leading $ millions change month year 
| ES Indicator | 
} 1-0 [) \\y : Total Economy 792,604 -248 -0.0 41 
| | Business sector 663,275 -525 -0.1 47 
MOLD) fale) Feo 
| li Dy Goods 259,036 —-1,372 0.5 3.6 
(0.0 UL UL Agriculture 12,899 4 -0.0 -4.2 
| Fishing & Trapping 672 -6 -0.9 -0.6 
is | Logging & Forestry 4,777 -141 -2.9 -2.8 
i Mining* 27,164 -53 =0.2 3.9 
i RL RST ene Manufacturing 144,529 -1,074 -0.7 4.9 
"4997 1998 1999 2000 Construction 42,708 26 0.1 G7 
Y or a Other Utilities 26,287 =120) a =6 1.4 
| Real GDP by major sector | Services 533,568 4,124 012 4.4 
| January 1996 = 100 | Transport & Storage 36,971 -33 -0.1 4.3 
Communications 30,690 -10 -0.0 Shi 
al | Wholesale Trade 50,228 -274 0.5 4.5 
423 JN | __ Retail Trade 51,673 101 0.2 6.3 
| 5 = Goods ‘ ian Finance & Insurance 43,703 111 0.3 5.9 
— Manufacturing Real Estate & Ins. Agent 83,207 164 0.2 PTf 
1 145 ~~ Services Business services 50,893 556 ‘lea 10.8 
a Government services 47,518 266 0.6 2.8 
Education 40,940 -11 -0.0 0.5 
| 107 Health & Social Services 46,429 2 0.0 0.4 
403 Accommodation & Food 21,301 196 0.9 55) 
Other 30,015 56 0.2 1.8 
| gg | 


| 1996 1997 1998 1999 2000 


*Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 
Consumer Spending and Attitudes 


Consumer spending strengthens in the 
third quarter... 


¢ Consumer spending posted its biggest increase in over 
two years in the third quarter, rising 5.5% (annual rate). 


« While spending was up across all major categories, 
purchases of consumer durables jumped 16.3%, as 
motor vehicle sales were boosted by generous 
manufacturers’ incentives. 


...but may slow in the fourth quarter 


¢ Disposable income rose more slowly in the third 
quarter, as growth in transfers to governments 
outpaced income growth in the quarter. After adjusting 
for inflation, personal disposable income fell 1.5% 
(annual rate), the first quarterly drop in four years. 


¢ Household finances remain vulnerable, with a low 
personal saving rate and high household debt levels. 
Higher disposable incomes and solid job growth are 
required to sustain further increases in consumer 
spending. 


¢ Motor vehicle sales, a large component of retail sales, 


should weaken as the recent surge has been boosted 
by generous financial incentives. 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 
1998 1999 2000 Q2 2000 Q3 
Real Consumption (92$) 487,866 504,763 522,044 529,036 
% change 2.9 CLE) 3.6 5.5 
Durable Goods 66,487 71,859 | 76,776 79,724 
% change 5.9 8.1 4.8 16.3 
Semi-Durable Goods 45,751 47,103 48,976 50,000 
% change 44 3.0 3.2 8.6 
Non-Durable Goods 420,795 123,344 125,572 126,084 
% change Ai 24 1.9 1.6 
Services 254,833 262,457 270,720 273,228 
% change 2.5 3.0 44 3.8 
Disposable Income 567,960 590,608 622,172 624,300 
% change 3.9 4.0 5.2 1.4 
Saving Rate (%) 45 3.7 3.9 2.3 
Debt-to-Income Ratio (%) 94.9 96.1 95.4 96.3 


Total Retail and Motor Vehicle Sales 
| $ Billions $ Billions 
| 24.0 
23.0 
| 
22.0 Total Sales (Left) yaa 
21.0 
| 
| 20.0 : V/ 
19.0 Motor Vehicle Sales 
(Right) 
| 
| 18.0 
1170 bt tetttan ndi dt tet etettabtited tdi tit Pelee Wp Oper elt view an cr ArAs\Gstislartaatoaland 
1996 1997 1998 1999 2000 


4.8 


Retail Sales and Consumer Credit 


September 2000 


last 


last 


$ millions month year 


Total Retail Sales (S.A.) 23,549 


Food O27 
Drug Stores 1153 
Clothing "1,297 
Furniture 1,292 
Automotive 9/992 


General Merch. Stores 2,588 
All other Stores 2,500 


Total ex. motor vehicles 17,145 


Consumer Credit 189 
(unadjusted) 


0.4 
-0.1 
1.6 
3.3 
22 
0.5 
=1.1 


Real Consumer Spending and Attitudes __ 


Index (1995Q1=100) 


150 Total Spending (L) 
~~ Durable Goods (L) 
140. Consumer Attitudes* (R) 


*Conference Board of Canada 


1991=100 
160 


f- 


140 
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THE ECONOMY 


Business Investment in Plant and Equipment 


Business investment remains robust in 
the third quarter... 


¢ Business investment in M&E remains very strong, 
rising 16.0% (annual rate) in the third quarter. 
Purchases of telecommunications equipment led the 
third quarter advance, but spending on autos, 
furniture, computers and other office equipment was 
also higher. 


¢ Non-Residential Construction activity edged lower, 
following a marked deceleration in growth in the 
previous quarter. Non-residential building was flat, 
and exploration activity in the oil and gas sector has 
been constrained by bad weather and shortages of 
equipment and personnel. 


...but may slow in upcoming quarters 


* Additional production capacity and slower output 
growth (induced by falling exports) led to a slight fall 
in overall capacity utilization in the third quarter. 


* Slowing growth and a sluggish profit performance 
may dampen future business investment. 


Investment in Plant and Equipment 
ie Index (1992Q1=100) % 


= Machinery & Equipment (L) 
~~Non-Residential Construction (L) 
Capacity Utilization (R) 90 


215 
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Corporate Profits & Business Confidence | 
Index, 1991=100 % of GDP | 

» eu Corporate Profits as % of GDP (R) | 

= Business Confidence* (L) ‘ 
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*Conference Board of Canada 


Business Investment and Corporate Finances : 
$ Millions, SAAR (unless otherwise noted) 


1998 1999 1999 Q4 2000 Q1 2000 Q2 2000 Q3 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 65;357 15,051. 81,248 84,616 91,036 94,472 
% change 9.0 15.6 27.2 17.6 34.0 16.0 
Non-residential Construction (1992$) 39,502 40,288 41,040 42,056 42,348 42,296 
% change Def, 2.0 8.6 10.3 2.8 -0.5 
Capacity Utilization (%, Non-farm goods) 82.8 84.6 86.0 86.8 87.0 86.9 
Capacity Utilization (Mfg. sector) 83.8 85.7 | 86.6 87.1 87.1 87.5 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 142,296.0 174,317.0 189,792.0 204,916.0 209,996.0 210,212.0 
% change -13.3 225 19.0 35.9 10.3 0.4 
Profits - Non-financial industries 94,891.0 123,372.0 1 180/33220 139,896.0 145,836.0 148,632.0 
% change -13.6 30.0 18.4 14.2 18.1 7.9 
Profits - Financial industries 47,406.0 50,945.0 54,460.0 65,016.0 64,160.0 61,580.0 
% change “25 75 20.5 103.1 -5.2 -15.1 
Business Credit 693,247.3 729,422.8 | 746,826.3 758,165.0 775,813.7 785,092.3 
% change 10.7 ey 4 6.4 6.2 9.6 4.9 
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THE ECONOMY 
Housing 


The housing market recovers in the 
third quarter... 


Business investment in Residential Construction 
rebounded partly from the previous quarter's decline, 
rising 6.0% (annual rate). 


The ongoing recovery from a Spring strike by cement 
truck drivers in Toronto contributed greatly to this 
advance, leading to higher investment in new housing. 
Sales of existing homes were also up on the quarter 
along with an increase in renovation activity. 


...and continues to be healthy in the 
fourth quarter 


Recent trends point to further increases in housing 
market activity. Although housing starts declined to an 
annualized 155,800 units in November, this is from a 
very high level in the previous month (the fourth 
highest since 1994). 


Higher mortgage rates contributed to the weak 
housing market in the first half of the year. Rates have 
been relatively stable in recent months, and dropped 
10-15 basis points across all maturities early in 
December. 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 


1998 1999 2000 Q2 2000 Q3 

<esidential Construction 41,523 44,259 44,912 45,564 
% change 320) 6.6 -9.3 

Construction by Business sector 41,277 43,983 44,640 45 292 
% change -2.0 6.6 -9.4 

New Housing 20,701 22,258 21,968 22,268 
% change -3.5 iD -17.8 

Alterations & Improvements 13,640 14,399 15,380 15,644 
% change 2.4 5.6 2.6 

Ownership & Transfer Costs 7,182 U8) 7,564 7,652 
% change -5.7 ting -§.5 


‘Housing Activity 


$ Billions Units (000s) 

15 200 
Residential Construction 
| (Left) | 
44 175 | 
| I 
| 43 J 150 | 
| i 

12 Al 125 

1 Housing Starts (Right) 400 | 
| | 

Te 2 

1996 1997 1998 1999 2000 


Monthly Housing Indicators 


Change since 
levels last last 
month year 


Residential Construction (1) 14,305 0.6% 4.3% 


($92M, factor cost basis) 


Building Permits, $M (2) 1,730 Ovo =2.070 
ee Homes (2) 49.922 3 

Housing Starts, # of units (3) 155,800 -9,100 -4,200 
Newfoundland 900 -500 -300 
Prince Edward Island 400 -300 0) 
Nova Scotia 1,900 100 -1,100 
New Brunswick 2,500 600 400 
Quebec 23,700 2,200 4,000 
Ontario 67,300 -6,200 -800 
Manitoba 1,300 -300 -200 
Saskatchewan 1,800 0 200 
Alberta 23,600 2,800 2,800 
British Columbia 11,200 -7,500 -5,900 


1 - September data; 2 - October data; 3 - November data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


_ Growth in Real Residential Construction | 
% change, SAAR 
12.6 12.4 


-15.1 


| 94 955 965597 955099 2 hee} 1 Zh 3 


MEI December 2000 ————______—_____—""—_-..?°. nn ay 


: @s 
=p es a 
‘mph SQA) ea 


hf : : = Pan 7 - 
tomy ‘iaal nlay 7 Te 4 or eee a br <A 
yw «ale e. mt oa atts’ yiitiont ¢ Lada 


4 i235 agh i “1 ischinarrinhee anes an ma 
, 


Ae 7 at y , ; 

eS ae GE ip wt “gee tO yy fliaes aft ii Sonmeealteeaiha fritter. Rie 
act. tele aw ome, ; Fy Fa) camioat hte rivet a poet thank 
cea om _ int YO > rr ry 2 ‘i aii ; ir oveW th alin a4 oo in 


Hm Cdn eae hi te, + gene 3: Aver ant ae ath Puadial 
On ae ont ‘eda fRitna aan 
: ¥. cal ays cet eT 
Cart > OOF e tne ead +  %Sew ert or Detodiings eat cits i ata i 
h Gael ee | eee ee WEN POlRe swig rth To lest: iow rie pms 
hk WE. onnre ugha —- bea gel Onn ariiner gisseiigl ohiahy yleviieien feed, 
¥ cn OM shew fi chung «sttwiam Us agate 2iniog eareear: 
; OT ae.r - et , at . sadcineaat) 
A. 9) EWES. OD RIES eh Me: et) ey er 
a eR CT : eT ae mh 4 . a 
‘ ee wayds Wits AAT Raa Clg j p pies a a : 
1 Sg poEQghole eine Jaane’ apie ~ alec ’ visi : U a 
CATECA Rita Hach nicl Maro hae, , : T f a 
a! Ninkenes isiirobhegia je cba ase: 
2 
ier t tr AO? 
usb i 
e a 
by 


} 
——. i ee er 


THE ECONOMY 


Trade and Competitiveness 


Exports edge higher as imports Merchandise Trade Flows and Balance 


decline... mi $ Billions $Billions | 


* Exports edged up 0.1% in September, remaining 
sluggish after reaching a record level in July. Higher | 30.0 co re Saat 
exports of Energy Products -- due mainly to higher | 
prices rather than increased volumes -- offset lower | 25.0 
exports of Automotive Products and M&E. 


Imports (L) 


* Imports fell 0.7% in September, with Automotive arr Trade Balance (R 
Products falling back from an all-time high in August. 
This drop also reflected weaker imports of auto parts 
resulting from reduced U.S. demand for motor HH itll 
vehicles. ages 1996 1997 199819992000 


...boosting Canada's trade surplus Canada- U. S Unit Labour Cost | Ratios _ 


¢ Given higher exports and lower imports, Canada's Ped BNW IN ae 
5 aie - f A declining ratio represents improving Canadian competitiveness 
tr i oved t E 
ade surplus improved to $4.3 billion in September TEs) 
~~~ Manufacturing (L) 1.1 
__. Exchange Rate (R) 


¢ The cumulative trade surplus over the first nine 1400 
months of 2000 is 50% higher than last year, owing 
to a sharp improvement in Canada's terms of trade. 
The key factors are higher export prices for 80 
petroleum products and natural gas, and lower 
prices for imports of high-tech equipment. 


0.8 


95 97 99 3 Stipe cwers 

99 | 00 
| Source: Industry Canada compilations based on data from Statistics 
_ Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


September 2000 Levels ($ millions) | Year-to-date ($ millions) Change ($M) % Change 
August September 1999 2000 Aug. to Aug.to Sept. 1999 to 
2000 2000 Jan-Sept. Jan-Sept. Sept. 2000 Sept. 2000 Sept. 2000 
Exports 34,915 34,948 266,144 307,721 33 0.1 14.1 
to United States 30,005 30,183 228,509 264,255 178 0.6 14.8 
Imports 30,852 30,649 241,090 270,462 -203 0.7 10.4 
from United States 22,600 22372 184,883 199,472 -228 -1.0 6.1 
Trade Balance 4,063 4,299 25,054 37,259 ' 236 
with United States 7,405 7,811 43,626 64,783 406 
Exports by Commodity | 
Agriculture/Fishing Products 2,356 2,307 19,024 20,624 i -49 -2.1 6.5 
Energy Products 4,241 4,516 21,104 35,938 215 6.5 48.3 
Forestry Products 3,356 3,431 28,978 31,330 15 2.2 33 
Industrial Goods & Materials 5,367 5,364 42,298 48,056 -3 -0.1 13.0 
Machinery & Equipment 9,028 8,972 63,167 77,360 -56 -0.6 22.9 
Automotive Products 8,028 7,817 71,125 72,384 -211 -2.6 0.2 
Other Consumer Goods 1,207 41233 10,083 10,796 26 ZZ 12.0 
Imports by Commodity 
Agriculture/Fishing Products 1,584 1,591 13,157 13,715 7 0.4 9.1 
Energy Products 1,606 1,641 7,211 13,154 35 eZ 54.1 
Forestry Products 265 263 2,033 2,289 <p 08 11.4 
Industrial Goods & Materials 5,825 5,846 45,650 52,631 21 0.4 10.8 
Machinery & Equipment 10,458 10,508 79,938 90,907 50 05 15.9 
Automotive Products 6,677 6,323 56,473 58,471 -354 53 25 
Other Consumer Goods 3,364 3,367 | 27,364 29,510 3 0.1 7.0 
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LABOUR MARKET TRENDS brit 
Employment and Unemployment ta 


|Employimentemic ot ealeeeues 
| 


| 
a5 Monthly change in thousands 
| 


Job growth picks up in November... 


¢ Employment rose by 58,000 in November, the 
fourth straight increase and the biggest monthly 
gain since last January. 


¢ All of this increase was in full-time work (+79,000), 
as the number of part-time jobs fell by 21,000 in 
November. Compared to last year, full-time 
employment is up 2.6%, nearly double the growth in 
part-time work. 


...but Canada's unemployment rates 
holds at 6.9% 


Unemployment Rate 
% % 


¢ As job gains were matched by growth in the labour 


force, the unemployment rate was unchanged at 13.0 68.0. 
6.9% in November. The adult unemployment rate 
edged up to 5.8%, but this was offset by a lower 12.0 
rate for youth. a re 
* Employment has increased by 288,000 in the first Wn ages ae) 

eleven months of 2000, but the unemployment rate | 10:0 \ . 

is little changed on a year-to-date basis. Strong job \ hy a 66.0 
gains over the past three years have raised the ae VA A Nh \ 

participation rate to its highest level since the early y i Am Fa 
1990s. $8 \f : 4 65.0 


me | eis 


| Participation Rate (R) 
| 
| 
| 


6.0 OND CONE SPRNU NUD CSET NER EMER PRONOUN UNO LeN SENT TLD) Ny RT TP SUN RURU PV EVINY STUN ever eye ChIPT TRY NTNU RERUN Vy TT Ty 64 0 
| 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 


Labour Force Trends 


Levels : Change since | % Change since 
(in thousands) 1999 2000 2000 last last —-year-to- | last last 
November October November _ month year date month year 
Employment 14,687.4 14,977.3 15,035.6 0.4 2.4 
Full-time 12,030.7 12,263.4 12,342.6 0.6 2.6 
Part-time 2,656.8 PRNGES) 2,693.0 -0.8 1.4 
Youth 15-24 2,241.8 2,316.2 2,325.1 0.4 37 
Adult 25+ 12,445.7 12,661.1 12,710.5 0.4 2.1 
Self-employed 2,449.0 2,366.1 2,359.6 -0.3 a\7, 
Unemployment 1,093.0 144133 1,112.8 -0.0 1.8 
Unemployment Rate 6.9 6.9 6.9 
Youth 15-24 13.1 iS) 12.6 
Adult 25+ Dall Si 5.8 
Labour Force 15,780.4 16,090.6 16,148.4 0.4 28 
Participation Rate 65.5 66.0 66.2 


Employment Rate 61.0 61.4 61.6 
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LABOUR MARKET TRENDS 
Industry Overview 


The Goods and Services sectors both 
contribute to job growth.... 


Solid gains in Construction and Manufacturing helped 
Goods-producing industries post their biggest overall 
increase in over two years. Still, this was only the 
second increase in the past six months, and 
industries related to Agriculture continued to shed 
jobs. 


Within Services, Transportation & Warehousing and 
Finance, Insurance & Real Estate registered the 
biggest gains, but employment in Professional, 
Scientific & Technical Services also advanced 
strongly. Employment in Health Care & Social 
Assistance fell for the fourth time in six months. 


...but employment in the public sector 
falls 


The private sector accounted for all net employment 
gains on the month. Following gains in 1999 and 
early 2000, public sector employment has fallen back 
since July. 


Self-employment fell 7,000 in November, remaining 
weak following several years of strong growth. 


Employment by major sector 
January 1998 = 100 


«=Total 
106 Goods 
~~ Services 


|Employment growth by worker category _ 
| November 2000 (thousands) 
Total | 


Private 
employees 


Self- 


| employed | -149.4 


| Public 
sector 


| & month-over-month 


| 
eu year-to-date 


Industrial Employment Trends 


: Levels Change since % Change since 

(in thousands) 4999 2000. 2000 last last year-to- last last 
November October November month year date month year 

Goods-producing 3,848.6 3,843.1 3,870.7 AILS) 22.1 54 | 0.7 0.6 
Agriculture 404.9 S513 349.4 -5.9 -55.5 -49.7 -1.7 -13.7 
Natural Resources* 270.8 285.8 286.3 0.5 15:5 11.0 0.2 BT 
Utilities 114.4 115.6 118.0 2.4 3.6 2.6 2a 3:1 
Construction 803.6 800.7 817.1 16.4 UCHD 9.7 2.0 E70 
Manufacturing 2,255.0 2,285.8 2,299.9 14.1 44.9 Sey, 0.6 2.0 
Services-producing 10,838.8 11,134.2 11,164.9 30.7 326.1 282.7 0.3 3.0 
Trade 2,260.5 2,341.2 2330.0) -4.2 Thos 65.3 -0.2 3.4 
Transportation 764.3 779.1 796.5 17.4 32.2 32.3 Ze. 4.2 
PRE: 863.1 869.7 884.5 14.8 21.4 19.2 let P25 
Professional/Scientific 911.5 974.4 985.5 Ade 74.0 59.0 1.1 8.1 
Management/Administrative 515.6 567.2 569.4 22 53.8 51.9 0.4 10.4 
Educational Services 993.7 969.4 974.4 5.0 -19.3 -27.3 0.5 -1.9 
Health Care/Social Assistance 1,475.5 1,529.0 1,509.4 -19.6 33.9 SHAS) -1.3 ES 
Information/Culture/Recreation 638.6 685.7 695.8 10.1 Oie2 59.6 1S 9.0 
Accommodation & Food 938.3 956.5 948.1 -8.4 9.8 -2.5 -0.9 1.0 
Other Services 713.1 696.6 696.6 0.0 -16.5 -12.3 0.0 -2.3 
Public Administration 764.6 765.5 767.9 2.4 3.3 Ont 0.3 0.4 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


Ontario leads November job gains... 


Job growth remains strong in Ontario, rising by 
35,000 in November. Still, while Ontario led all 
provinces in percentage growth -- both on a monthly 
and year-over-year basis -- growth in the labour force 
has been even faster and the unemployment rate has 
risen slightly. 


In B.C., employment gains and a large drop in the 
labour force pushed down the jobless rate by 0.7 
percentage points to 7.0% in November. A similar 
pattern also led to lower unemployment in 
Saskatchewan. Quebec was the only other province 
registering a drop in its unemployment rate. 


...asS employment edges lower in 
Manitoba, PEI and Newfoundland 


Manitoba, P.E.|. and Newfoundland all registered 
modest declines in employment in November. The 
biggest jump in unemployment rates in these three 
provinces was in Newfoundland, where the rate rose 
one full point to 17.6%. 


Elsewhere, modest job gains were more than offset 
by growth in the labour force, leading to higher 
unemployment rates. Of particular note is a sharp 0.8 
point increase in New Brunswick. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
2000 last month 
November (000's) % 


Change since 


‘Regional employment patterns 


| January 1998 = 100 
| 110 u 


— Atlantic 
~~ Prairies 
=B.C. 


| 107 


| 104 


1999 
January 1998 = 100 


| ~~ Quebec 
== Ontario 


1999 


_Unemployment Rates -- November 2000 | 


| Unemployment rate (%) 


Levels Change since 


last year last last 
(000's) of, month year 


Canada 15,035.6 58.3 0.4 348.2 2.4 6.9 0.0 0.0 
Newfoundland 205.4 -0.3 -0.1 -6.0 -2.8 17.6 1.0 1.9 
P.E.1. 63.5 -0.5 -0.8 0.6 1.0 13.8 0.3 0.6 
Nova Scotia 420.2 1.8 0.4 8.6 2.1 9.5 0.2 0.0 
New Brunswick 338.9 1.6 0.5 HOG, 2a 10.5 0.8 0.9 
Quebec SAoteo 9.2 0.3 238 0.7 8.3 -0.2 0.0 
Ontario 5,961.8 35.4 0.6 215.6 3.8 6.0 0.1 0.3 
Manitoba 55510) -0.7 -0.1 7.9 1.4 4.9 0.3 -0.3 
Saskatchewan 484.8 0.6 0.1 2 0.2 5a -0.4 -0.2 
Alberta 1,604.5 7.0 0.4 41.6 P27 4.9 Or -0.5 
BiG: 1,964.1 4.3 0.2 47.3 DES 7.0 -0.7 -1.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation reaches 2.8% in October... 


¢ The annual rate of CPI inflation rose to 2.8% in 
October. Higher energy prices remain the most 
important factor behind rising prices, accounting for 
about half of the year-over-year increase. Higher 
costs for mortgage interest, restaurant food, 
telephone services and rent also contributed. 


¢ Motor vehicle prices have fallen due to generous 
financial incentives offered by automakers to reduce 
inventories. Lower prices for computer equipment 
and childcare expenses also placed downward 
pressure on inflation in October. 


...but the "core" rate remains below the 
midpoint of the official target range 


* Excluding energy, food and indirect taxes, the "core" 
rate of inflation rose 0.2 points to 1.5% in October, 
within the bottom half of the 1-3% target range set 
jointly by the Bank of Canada and Department of 
Finance. 


* Commodity prices were up 8.0% in November 
compared to last year, solely on the strength of 
higher energy prices. Non-energy prices were down 
almost 5% on a year-over-year basis. 


| Consumer Price Index 
| % change, year-over-year 
| = All items 

| ~~ Excluding Food, Energy and Indirect Taxes 


3.0 


Official Target Range: 1%-3% 


2.0 
1.0 


0.0 


1993 1994 1995 1996 1997 1998 1999 2000 
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Commodity Prices ($U.S. basis 
Index, 1982-90=100 


| 140.0 


E 


420.0 Lee oe: energy | — 
| . \/ : | 


Consumer Prices 


October 2000 % Change since 
Index last last 

(1992=100) month year 

All items CPI 114.6 0.2 2.8 
Food 112.0 -0.2 1.9 

Shelter 110.6 0.9 4.5 


Household operations 
Clothing & Footwear 
Transportation 


110.7 0.2 1.0 
107.5 0.1 0.2 
134.5 -0.3 3:9 
112.8 0.4 2.0 
124.4 -0.4 2.0 


Health & Personal Care 
Recreation, Educ. & Reading 


Alcohol & Tobacco 98.1 -0.3 Seq 
Excl. Food/Energy/Indirect Taxes 114.3 0.1 Nes) 
Energy 134.6 1.4 WS 


Commodity Prices (November) 
Index, 1982-90=100 114.3 0.6 8.0 


Excluding Energy 104.1 -0.5 -4.8 


Energy (33:3 2.1 34.5 


| Provincial CPI Inflation - October 2000 ES 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


The Bank of Canada holds the line on interest rates... 


Market-determined short rates rose steadily over the course of November, based on sentiment that the 
Bank of Canada might raise rates to support the dollar. However, indications of a 
sharper-than-expected slowdown in the United States lowered rates suddenly at the end of the month. 


Against this backdrop, the Bank of Canada announced on December 5th that it would hold the Bank 
Rate steady at 6.0%. The Bank pointed to robust domestic demand, and served notice that it would be 
looking for signs that higher energy prices were being passed through to other areas of the economy. 


...but lower bond yields provide some rate relief 


Slower growth in the U.S. eased inflation fears and put downward pressure on North American bond 
yields in November. Recent sharp losses in the stock market also raised the demand for bonds. 
Accordingly, Canadian long-term bond yields fell 10 basis points in November. Bond yields fell even 
faster in the U.S., eliminating the gap between Canadian and U.S. yields as of December 6th. 


While major banks have not lowered their prime lending rates in response to falling bond yields, 
mortgage rates fell 10-15 basis points in early December. 


Key Money Market Rates 


‘Short-term Interest Rates (end of 90-day spread | Long spread 


2 iod Corporate against Bond against 

é 90-day Corporate Paper 6.25 Canada (daily) pened) Paper US Yield ORS. 
1998 5.02 0.09 S28 0.14 
: 1999 527), Ode". 623" 0:20 


4 
1995 


6.00 


June 2000 5.89 -0.78 5.61 -0.36 


wn, port | 
July 5.88 -0.71 | 555 -0.27 
Canada mr " August 590 -067 | 551 -0.23 


. ie Sept pies” 02) |) bem h-029 
ye Oct 5.85 -0.75 5.61 -0.14 

Nov 5) {ehe) -0.68 Sy)! -0.15 

1996 1997 1998 1999 2000 ao of oe” of” oe STAM E IS  eg Ny 


-2 
1995 


ME! December 2000 


are above their U.S. counterparts. 


Key Lending Rates 


aT = Sa Se A positive spread indicates that Canadian rates 


(end of Prime 
period) Bank Lending Mortgage Rate 
Rate Rate 1 year 5 year 
1998 525 675 6.20 6.60 
1999 5.00 6.50 35 8.25 


June 2000 6.00 7.50 8.10 8.45 


5.50 July 6.00 7.50 7.90 8.25 
Ta het August 6.00 7.50 7.90 8.25 
eS Sept 6.00 7.50 7.90 8.25 
. Oct 6.00 7.50 7.90 8.25 

on tg ar ee 5.25" 
1996 1997 1998 1999 2000 || Nov 6.00 7.50 7.90 8.25 


s 3. 2 ee pee paraee : = te a Dec 6 6.00 7.50 7.80 8.10 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


Canadian stock prices fall for the third straight month... 


¢ The TSE continued its slide in November, closing the month down 8.5% and bringing losses 
since August to more than 20%. Lower-than-expected profits in key sectors and weak prices for 
non-energy commodities contributed to the widespread declines in November. Even with recent 
losses, however, the TSE 300 ended November up 17.2% compared to a year ago. 


« The U.S. stock market also performed poorly in November, with the S&P 500 falling 8% and the 
Dow Jones losing 5%. In contrast to the Canadian market, however, both major U.S. indexes 
are down on a year-over-year basis. 


...as the dollar hits a two-year low before regaining some strength 


¢ The Canadian dollar fell to US¢64.17 on November 17, its lowest level in more than two years. 
The Federal Reserve's decision not to lower U.S. rates was an important factor behind this 
weakness, but low non-energy commodity prices and deteriorating corporate profit 
performances also contributed. 


¢ The dollar subsequently regained some lost ground, closing November above US¢65 and 
approaching the US¢66 level by December 8th. Evidence that the Canadian economy was 
continuing to grow at a fast pace as the U.S. economy was slowing provided support. 


Seatadian dollar The Canadian Dollar 


(close) $US index DM yen 
nas $US/$C 1992=100 ae Canada (daily) vs. vs. C-6 vs. vs. 
oe vA) | $Cdn _(92=100) _$Cdn —$Cdn 
A «versus US dollar (L) | 
versus C6 index (R) 94 0.68 | 1998 0.6522 78.71 1.082 75.91 
1999 0.6929 82.67 POI) 69.66 
June 2000 0.6754 83.06 1.393, 71.84 
July 0.6725 83.17 1.410 UR 23) 
August 0.6796 rokoma Re) 1.459 72.86 
Sept 0.6651 83.16 1513. 71.88 
| Oct 0.6568 81.87 Teo ay 71.70 
| 
8k OEE Oe 8 ere Nov 0.6510 80.34 1.485 70.75 
4993 1994 1995 1996 1997 1998 1999 2000 | 
a= 3 (ale | Dec 8 0.6590 
Brack Market Indices Key Stock Market Indexes 
<= iS ne % change from 
_ 12,500 TSE 300 (daily) November last last 
| 11,700 
A Close month year 
| é a | 
N 
ae Oy 4 a4 Ky PAISEse0 8820 85 17.2 
Dow Jones donne Oil & Gas Tasch 2.6 31.6 
| industrial Average ; Metals & Minerals 3,429 -2.8 -9.9 
Be son n \ 40,200 Utilities 15,237 9 52:8 
R Paper & Forest 4,539 -4.1 -4.4 
9,700 | Merchandising 5,534 0.7 13.6 
| Financial Services 9,843 -2.8 34.2 
5,000 TSE 300 : 
9,200 | Golds 4,081 AieZ -21.4 
| Price-Earnings Ratio* 24.9 -2.6 -11.8 
8,700 sine 
F310) 0 Ree ee " crrngevusaaloianyign OY SG OO IND 
1993 1994 1995 1996 1997 1998 1999 2000 ot oF OF WS men S&P 500 1,315 -8.0 EGE 
- pasa eee eee nm Bie Dow Jones 10,415 5.1 aa3 
“columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy slows considerably in the third quarter... 


¢ Preliminary estimates indicate that U.S. real GDP growth slowed to 2.4% (annual rate) in the third 
quarter of 2000, the weakest rise since the third quarter of 1996. Consumer spending remained 
strong but import growth jumped sharply in the quarter. 


* The U.S. trade deficit widened to $34.3 billion in September. Rising imports fuelled the higher deficit, 
as exports decreased slightly. 


¢ The U.S. labour market continues to soften, with employment up only 94,000 in November. Private 
sector employment rose by 148,000, but this was partly offset by fewer government jobs. The U.S. 
unemployment rate edged up to 4.0%, compared to October's 3.9%. 


..and the Fed leaves interest rates unchanged 


* Despite the softening in demand, the Federal Reserve maintained the existing stance of monetary 
policy at its November 15 meeting, keeping its target for the federal funds rate at 6.5%. 


* Ona year-over-year basis, U.S. consumer prices were up 3.4% in October. Although it has risen 
through much of 2000, core inflation fell to 2.5%. Producer prices were up 3.6% on a year-over-year 


basis. 
U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR | Bae Monthly change in thousands 
ae _ 500 
| 400 
3) 5.6 
— i — 
Le | 48 |) 300 
4.0 i a ae ti ta 
Poli ! =| 200 
| | | 2.4 | | 
} i | i 1 | 
LL ina | 
| IL | 
| | ad le : 
3 4 1 2 3 100 
99 | 00 | 
U.S. Consumer Price Inflation U.S. Unemployment & Participation Rates 
.) a o% a 
A % change, year-over-year a6 o 2 ee | 
| Unemployment Rate 
| 6.0 68 | 
| | 
| | 4.0 ry Ae 67 | 
| | 
— Excluding Food & Energy Z\ pron 
| | F fv 
-— Total | oes Z ssh 
10 nae 
; Participation Rate 
(R) 
| i Berit Wee 4 : FP ane Mae Re , he RO 0.0 Vivvvvanee shoo b a ao hc loibesbii BS 
ae ‘ 1995 Bonk 4997 4998 4999 2000 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 
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COMING UP 


Key Future Data Releases and Planned Events 


CANADA 


Consumer ence: index — NOV iret ook ecen ce stco ds cece derereeene ccs eee December 14 


Suivey OnManutactunings— OClODGh mutate tance eades.cc- sae tener ee estan December 18 
intermahonal rade = OcloDers va ite shen cce es es cee eas ieee aaa ece ey eae December 19 
GDP at iastor Cost-iOClObe Lr i... ae aeis casa csieu caneeesemee ne oh ee oe Mens cates December 22 
labour Force Survey — December tiice..:scceteenn esate steer ae January 5 
Business Conditions Survey — Jamun: rience. cee. eee eee eee February 1 
Private and Public Investment Intentions — 2001 .............. eee February 21 
Financial Statistics For Enterprises — 4th Quarter 2000 ........... ee, February 27 
National Economic & Financial Accounts — 4th Quarter 2000 ........... February 28 
Balance of International Payments — 4th Quarter 2000 ........ ee. February 28 


Capacity Utilization Rates — 4th Quarter 2000 
UNITED STATES 


Seem MMi 6 or ole d HE OL tal March 9 


Gonstimer RPriceuindex+ NOVEMDSia eee oe ce eee ee December 15 


international? rade October, «2! 163.8 ee ee ean nae ee December 19 
Federal Open Market Committee meeting (ie... ete ee December 19 
GOPRE4croOuarter. 2000) Finale ies ae. cet ee ee December 21 
BraploymentSituation = December...2.0 int eee recs ee January 5 


Note: the December MEI uses data available as of December 8, 2000 
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Key Monthly Economic Indicators 


HIGHLIGHTS : % Change since 
last last 
month year 
Sg Output rebounds in October, leaving Real GDP ($92 B) 7970 +05 46 Oct 
the economy on track for growth of 5% Goods re lL 
Il in 2000 Services 536.2 0.4 4.7 Oct 
overall in . Composite Index 168.0 0.3” 8.7 Nov 
as December job gains lower the Employment (000's) 15,067 0.2 2.2 Dec 
f ie 80; Full-time 12,359 0.1 2.2 Dec 
unemployment fate lo 0.07. Part-time 2,708 06 21 Dec 
Unemployment* (%) 6.8 6.9 6.8 Dec 
Wi Supported by higher energy prices, vod eo 126 = 13! Dec 
5 ; : Adult* 57 5.8 5.6 Dec 
Canada's trade surplus remains high 
even as export growth slows. CPI inflation* 3.2 2.8 2.2 Nov 
Retail Sales ($M) 23,293 09 £63 Oct 
2 Housing Starts (000's) 148.0 49 -7.1 Dec 
gs The weakening U.S. economy prompts ? 
a cut in U.S. rates, pointing to lower Trade Balance* ($M) 4,561 4,562 2,563 Oct 
rates in Canada. Exports 35,090 0.1 13.5 Oct 
Imports 30,529 0.1 7.7 Oct 
; M&E 10,373 0.9 88 Oct 
ve The Canadian dollar strengthens in 


Long bond yield* (%) 5.63 5.51 6.23 Jan 3 
Canadian dollar* (US¢) 66.72 65.10 69.29 Jan5 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 
Real GDP by Industry 


Output regains strength in October... 


¢ After pausing in September, real GDP at factor cost advanced 0.5% in October. The economy is on 
track for growth of just under 5% overall in 2000. 


..With healthy gains in both Goods and Services 


* Output in the Goods sector increased by 0.7% in October. This was due largely to a rebound in 
Manufacturing, where gains were broadly based, but led by the electrical and electronic equipment 
industry. Elsewhere, Construction activity eased back slightly, while a sharp rise in drilling and 
rigging activity boosted output in the Mining sector. Slower housing demand in the U.S. contributed 
to a further drop in the Logging & Forestry Industry. 


* The Services sector expanded 0.4% in October. Wholesale Trade rebounded strongly following two 
weak months, while architectural, engineering and scientific services boosted output of Business 
Services. The only decline among the major Service groups was in Retail Trade, which 


experienced a sharp reduction in auto sales. 


Real GDP at Factor Cost 


% change 
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Real GDP at Factor Cost (1992 dollars) 


October 2000 


Total Economy 


Business sector 


Goods 
Agriculture 
Fishing & Trapping 
Logging & Forestry 
Mining* 
Manufacturing 
Construction 
Other Utilities 


Services 


Transport & Storage 


Communications 
Wholesale Trade 
Retail Trade 


Finance & Insurance 
Real Estate & Ins. Agent 


Business Services 


Government services 


Education 


Health & Social Services 
Accommodation & Food 


Other 


monthly % Change since last 
$ millions change month year 

796,986 4153 0.5 4.6 
667,398 3873 0.6 5.2 
260,755 1764 07 4.3 
12,875 co 4 4.8 
661 FG -6.4 
4,676 425 = 26 25 
27,428 236—i—“‘é ‘SS 5.1 
146,308 1822 13 6.7 
42,639 70 02 1.9 
26,168 74 03 12 
536,231 2,389 © 0.4 4.7 
36,976 33.i‘éOd 4.4 
30,962 202 10 1441 
51,353 689A 5.2 
51,337 265 | 05 6.7 
44,232 327 8.0 
83,368 261 0.3 2.8 
51,411 669 1.3 11.0 
47,645 119 0.3 2.8 
40,984 59 0.1 0.5 
46,486 4 601 0.4 
21,383 5 | 03 4.5 
30,094 8 og 17 


*Includes Quarrying and Crude Petroleum & Natural Gas 


apne * is tt 


: ie oti bgt nhl 


4 1s ; 2 
hei haul Yo: bbe Sanath eac4i 
ial % iach ig vam 


DIL Mah (2: sft feb ea eee | 


f MabR s- fae 


mane epee. IF SiN ik; 


ech Wee 7 ; uy eee lan >t anal 
208 ial” Nip aaa ol Lol 5 | a gn ose ape . 
i ? ; : s 7 Ei sven te | yy 7 og VRE : i j ; 

a + a 7 


ev cone SH Dey Me acne 
a \ / 4 ; ‘a 
a ny fu YF te JA Pan fs iy | 


a Pry vil AI Se ‘ananasian 
ree ey i Dr Wi priqcmrt 7 ghia, 
he eS estes: ae bh * sre 
i A 8 BEN | Wate | ies Mees! Oe 
ay SA en ee aa oMucjusamle) i ities caw ; 
7 = sd . iat . tees rks © Wiiey, v4 h Renee 2 { ihe ww - 

x “ea 5 ak. PAY iy) ra } sel Sa oe i i ee ale G ie Be. : PYVEseT Uae EST rey 
BBs ene eet | oe CS a a 7) soho 


a 


) On, Pic. ee 7) 
6! eos ae sie A 
; sj. lo Fela 
pa } on Sl Gee ¢¢ 


i . Maw Agate” 
' a . ; 
Eom pnabele SN (etciowt wears ea sires Abeba 
Vv 
é oe meemne A AIG a OE SS A AR engin 


THE ECONOMY 


Consumer Spending and Attitudes 


Consumer spending maintains stengi 
in 1 the third quarter... 


~ Consumer spending posted its strongest increase in 
over two years in the third quarter. 


While spending was up across all major categories, 
purchases of consumer durables jumped 16.3% 
(annualized), as motor vehicle sales were boosted by 
generous manufacturers' incentives. 


...but may slow in the fourth quarter 


Real Consumer Spending and Household Finances 
$ Millions, SAAR (unless otherwise noted) 


Disposable income rose at a slower rate than personal 
income in the third quarter (1.4%), with growth in 
transfers to governments outpacing income growth. 
After adjusting for inflation, personal disposable 
income fell 1.5%, the first quarterly drop in four years. 


Employment growth has been strong and consumer 
confidence remains high, but retail sales fell 0.9% in 
October. This decline was led by lower sales of motor 
vehicles, which had previously been boosted by 
generous incentives. Excluding motor vehicles, sales 
were up 0.9% on the month. More recent data point to 
a slight recovery in auto sales for November, but lower 
department store sales. 


1998 1999 


Real Consumption (92$) = 487,866 504,763 522,044 529,036 
% change 2.9 3.5 3.6 5.5 
Durable Goods 66,487 71,859 76,776 79,724 
% change 5.9 8.1 4.8 16.3 
Semi-Durable Goods 45,751 47,103 48,976 50,000 
% change 4.4 3.0 32 8.6 
Non-Durable Goods 420,795 123,344 125,572 126,084 
% change 1.7 24 1.9 1.6 
Services 254,833 262,457 210.720 = 273,228 
% change 25 30 44 3.8 
Disposable Income 567,960 590,608 622,172 624,300 
% change 39 4.0 5.2 1.4 
Saving Rate (%) 4.5 37 3.9 2.3 
Debt-to-Income Ratio (%) 94.9 96.1 95.4 96.3 


$ Billions 
24.0 


23.0 


22.0 Total Sales (Left) 


21.0 


20.0 


Motor Vehicle Sales 
19.0 (Right) 
18.0 


17 tt tt dd dtodd deeded ded dedededeckdedecbababededd bd 
1996 1997 1998 1999 2000 


Total Retail and Motor Vehicle Sales 
$ Billions 


7.0 


6.3 


5.5 


4.8 


4.0 


Retail Sales and Consumer Credit 


October 2000 % Change since 


last last 
$ millions month year 


Total Retail Sales (S.A.) 23,293 -0.9 6.3 
Food 5,163 0.6 5.2 
Drug Stores 1,151 0.5 31 
Clothing 1,282 -1.4 5.4 
Furniture 1,288 -0.5 13 
Automotive 9,222 -3.3 8.3 
General Merch. Stores 2,659 3.1 34 
All other Stores 2,927 0.9 6.4 

Total ex. motor vehicles 17,339 0.9 6.7 

Consumer Credit 188 09 92 


(unadjusted) 


Index (1995Q1=100) 


150 


[ITotal Spending (L) 
~ Durable Goods (L) 


140 sss: Consumer Attitudes* (R) 


130 

120 1 

110 

“yt 

a ERR EE TE STE de 
NAVA BPW As AW RSA WA sci Re 
yee 95 90 OG tm 7 98 | 99 | 00 | 


*Conference Board of Canada 
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Real Consumer Spending and Attitudes : 


1991=100 
160 
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THE ECONOMY 


Business Investment in Plant and Equipment 


_ Business investment is strong in the Investment in Plant and Equipment 
: Index (1992Q1=100) % 
third quarter... 235 400 


= Machinery & Equipment (L) 
— Non-Residential Construction (L) 
495 Capacity Utilization (R) 


215 
¢ Business investment in M&E remains very strong, 
rising 16.0% (annual rate) in the third quarter. 
Purchase of telecommunications equipment led the 175 
third quarter advance. 


90 


155 


* Non-Residential Construction activity edged lower. Me 


Non-residential building was flat, and exploration 115 
activity in the oil and gas sector has been constrained 
by poor weather and shortages of equipment and 


Dh 
personnel. 1992 1993 1994 1995 1996 


95 


‘ 


** 60 
00 


Rien Bes se i ak a fo at Cee 
1997 1998 1999 20 


...but may slow over the near term : a 


Corporate Profits & Business Confidence 
475 Index, 1991=100 _% of GDP 
¢ Slowing growth and a sluggish profit performance phate en Sean Ah an i tg Se oe 
may dampen future business investment. ie Souncence A hin 
1] 10 
¢ Indeed, total imports of M&E fell in October, despite Pp te Wy 
increased purchases of communication equipment 125 GUA A ; 
and computers. Non-residential building activity fell i He 
for the third consecutive month in October, but oil and 100 ad TCH E EEE 5 
gas drilling activity picked up with more favourable i A UU 
weather conditions. 75 anal ly ue III UI LIAL 4 
1992 1993 1994 1995 1996 1997 1998 1999 2000 
*Conference Board of Canada 
Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 
41998 4999 1999 Q4 2000 Q1 2000 Q2 2000 Q3 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 65,357 75,557 81,248 84,616 91,036 94,472 
% change 9.0 15.6 272 17.6 34.0 16.0 
Non-residential Construction (1992$) 39,502 40,288 41,040 42,056 42,348 42,296 
% change 1.7 2.0 8.6 10.3 2.8 0.5 
‘Capacity Utilization (%, Non-farm goods) 82.8 84.6 86.0 86.8 87.0 ee 
Capacity Utilization (Mfg. sector) 83.8 85.7 — 86.6 87.1 87.5 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 142,296.0 174,317.0 189,792.0 204,916.0 209,996.0 210,212.0 
% change -13.3 22.9 19.0 35.9 10.3 0.4 
Profits - Non-financial industries 94,891.0 123.3720 135.3320 139,896.0 145,836.0 148,632.0 
% change -13.6 30.0 184 14.2 18.1 7.9 
Profits - Financial industries 47,406.0 50,945.0 54,460.0 65,016.0 64,160.0 61,580.0 
% change “12.5 75 20.5 103.1 5,2 154 
Business Credit 693,247.3 729,422.8 746,826.3 758,165.0 775,813.7 785,092.3 


% change 10.7 52 6.4 6.2 9.6 49 
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THE ECONOMY 
Housing 


The housing market recovers in the 
third quarter... 


* Business investment in Residential Construction rose 
6.0%, partly offsetting a decline in the previous quarter. 


-¢ The continuing recovery from a Spring strike by 
cement truck drivers in Toronto contributed greatly to 
this advance, leading to higher investment in new 
housing. Sales of existing homes were also up on the 
quarter along with an increase in the pace of 
renovation activity. 


...but weakens in the fourth quarter 


¢ Most indicators point to a weaker fourth quarter. 
Residential construction was down 0.2% in October, 
although this follows strong gains in the previous three 
months. Housing starts declined in November and 
December, and fell 0.3% overall in the fourth quarter. 


¢ Mortgage rates dropped 20-30 basis points across the 
board in December, which may support future activity 
in the sector. Residential building permits also remain 
firm. 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
1998 


1999 


Residential Construction 41,523 44 259 44,912 45 564 
% change -2.0 6.6 -9.3 5.9 
Construction by Business sector 41,277 43,983 44,640 45,292 
% change -2.0 6.6 -9.4 6.0 
New Housing 20,701 22,258 21,968 22,268 
% change -3.5 L8 -17.8 5.6 
Alterations & Improvements 13,640 14,399 15,380 15,644 
% change 2.4 5.6 2.6 7.0 
Ownership & Transfer Costs 7,182 1,299 7,564 7,652 
% change -5.7 11 -5.5 4.7 


MEI January 2001 


Housing Activity 


$ Billions Units (000s) 
45 e200 
Residential Construction 
Li 
14 Let 175 
| 
13 150 
12 . 125 
Housing Starts (Right) 
11 100 
{ 1 1 htecbesbeabocteal 75 


1996 1997 1998 1999 2000 


Monthly Housing Indicators 


Change since 
levels last last 
month year 


Residential Construction (1) 14,266 -0.2% 1.4% 
($92M, factor cost basis) 


Building Permits, $M (1) 1,730 5.5%  -2.5% 
ee Homes (2) 20,884 890 

Housing Starts, # of units (3) 148,000 -7,600 -11,300 
Newfoundland 1,100 200 200 
Prince Edward Island 600 200 300 
Nova Scotia 3,300 1,400 800 
New Brunswick 1,200 -1,300 -400 
Quebec 18,800 -4,900 -1,300 
Ontario 65,900 -1,300 -2,700 
Manitoba 1,500 200 -100 
Saskatchewan 800 -1,000 -1,000 
Alberta 22,600 -900 1,200 
British Columbia 11,000 -200 -5,000 


4 - October data; 2 - November data; 3 - December data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Growth in Real Residential Construction 
% change, SAAR 
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THE ECONOMY 


Trade and Competitiveness 


Exports and imports are little changed in 


October... 


Exports edged up 0.1% in October. Exports of 
Automotive Products increased substantially, but 
this was offset by a sharp drop in Energy Products 
exports. 


Imports also edged up 0.1%, as a rebound in 
imports of Automotive Products was partly offset by 
declines in Industrial Goods & Materials and M&E. 


..leaving Canada's trade surplus 
unchanged 


With only a small increase in both exports and 
imports, Canada's trade surplus was unchanged 
at $4.6 billion in October. 


The cumulative trade surplus over the first ten 
months of the year was $42.5 billion, up $14.9 
billion on a year-to-date basis. Two-thirds of this 
improvement is due to a higher surplus on Energy 
Products, which has been boosted by higher 


Merchandise Trade Flows and Balance 


$ Billions $ Billions 
10.0 
35.0 
30.0 7.5 
Exports (L) 

25.0 

Imports (L) 5.0 
20.0 | 


Np 


A ; 
Trade Balance (R) 
5 


1995 1996 1997 1998 1999 2000 


o 


prices. 


Merchandise Trade 


Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) - $US per $C 
A declining ratio represents improving Canadian competitiveness 


sx Total Economy (L) 
~~ Manufacturing (L) 1.1 
(<j Exchange Rate (R) 


100 
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80 | 
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Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


October 2000 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
September October 1999 2000 Sept. to Sept.to Oct. 1999 to 
2000 2000 Jan-Oct. Jan-Oct. Oct. 2000 Oct.2000 Oct. 2000 
Exports 35,067 35,090 297,059 343,392 23 0.1 13.5 
to United States 30,284 30,516 255,080 299,317 232 0.8 14.8 
Imports 30,505 30,529 269,442 300,874 24 0.1 7.7 
from United States 22,380 22,387 206,251 221,881 vf 0.0 48 
Trade Balance 4,562 4,561 27,617 42,518 | 
with United States 7,904 8,129 48,829 73,496 225 
Exports by Commodity 
Agriculture/Fishing Products 2,307 2.223 21,180 22,835 -84 -3.6 3.1 
Energy Products 4,604 4,158 23,924 40,492 446 -9.7 47.4 
Forestry Products 3,425 3,408 32,311 — 34,716 “17 -0.5 2.3 
Industrial Goods & Materials 5,382 5,470 47,253 53,564 88 1.6 10.4 
Machinery & Equipment 8,977 9,138 70,607 86,575 161 1.8 22.8 
Automotive Products 7,843 8,206 79,099 80,716 363 46 : 29 
Other Consumer Goods 1,236 1,256 11,207 12,062 20 1.6 a7, 
Imports by Commodity 
Agriculture/Fishing Products 1,595 1,607 14,691 15,315 12 0.8 4.8 
Energy Products 1,504 1,925 8,275 14,501 21 1.4 43.3 
Forestry Products 263 253 2,260 2,535 -10 -3.8 11-5 
Industrial Goods & Materials 5,864 5,747 50,982 58,354 -117 -2.0 7.8 
Machinery & Equipment 10,462 10,373 89,471 101,326 -89 -0.9 88 
Automotive Products 6,331 6,479 62,931 64,991 148 23 0.3 
Other Consumer Goods 3,388 3,477 30,519 33,029 89 26 10.2 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Employment 


ah Monthly change in thousands 


Job gains in December... 


¢ Employment rose by 31,000 in December, with 
gains split fairly evenly between full-time and 
part-time work. 


e¢ The labour market has bounced back strongly 

following some weakness in the summer months. 

Employment rose 319,000 overall in 2000, building 
_on an increase of 427,000 net new jobs in 1999. 


e Job gains over the past year were especially strong 
for youth and adult women. 


...lower the unemployment rate to 6.8% UnemploymentRate 


13.0" ” 68.0 
¢ Although the labour force also increased, December 
job gains lowered the national unemployment rate by 12.0 
0.1 percentage points to 6.8%. This is the same rate 670 
as at the end of last year. oa Pe lopment Rac i) 
¢ Job growth was matched by increases in the labour ae 
force over the course of the year. The participation B60 
rate is now 66.2%, the highest level since the early the 
1990s. 
8.0 65.0 
7.0 
Participation Rate (R) 
E, AVreNunuyuruy CvUpeenv nny Kveveyerere LEVSUxErerus CVEPITKUNUS) RYVORUPUVUPENUNURT SUT UD UVES UVRUNENU FS TPCPUPEDY INURTF UNTO] 64.0 
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 
Labour Force Trends 
Levels Change since % Change since 
{in thousands) 1999 2000 2000 last last —_-year-to- last last 
December November December month year date month year 
Employment 14,747.5 15,035.6 15,066.7 0.2 2.2 
Full-time 12,095.4 12,342.6 12,358.7 0.1 22 
Part-time 2,652.1 2,693.0 2,708.0 0.6 2.4 
Youth 15-24 2,254.1 2,325.1 2,344.4 0.8 4.0 
Adult 25+ 12,493.3 12,710.5 12,722.3 0.1 1.8 
Self-employed 2,509.0 2,359.6 2,303.3 0.2 “58 
Unemployment 1,074.9 1,112.8 1,103.7 -0.8 27 
Unemployment Rate 6.8 6.9 6.8 
Youth 15-24 13.1 12.6 12.5 
Adult 25+ 5.6 5.8 5 
Labour Force 15,822.3 16,148.4 16,170.4 0.1 22 
Participation Rate 65.6 66.2 66.2 
Employment Rate 61.2 61.6 61.7 
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LABOUR MARKET TRENDS 
Industry Overview 


Services pace job growth in 2000... 


* The Manufacturing sector posted the biggest net job 
gain in December, sustaining the recent pickup i inthis _ 
industry following a weak third quarter. For the year 
~ as a whole, labour market conditions were weaker i in 
the Goods sector, due to a marked decline in 
Agricultural employment and a marginal advance in 


Natural Resource- -based industries. 


* Although Manufacturing was key to the December 
~ advance, broad-based gains in Services-producing 
_ industries were the main source of job growth in 
2000. However, a notable job loss in Education 


Services offset gains in the previous year. 


...but self-employment drops for first time 


since the mid-1980s 


¢ Paid employment in the private sector was the main 
source of growth, the public sector contributed to job 
gains in 2000 for the second year in a row. 


¢ Despite a modest increase in December, 
self-employment fell by 146,000 overall in 2000, the 


first annual drop since 1986. 


Industrial Em ployment Trends 


: Levels 

(in thousands) 4999 2000 
: December November 
Goods-producing 3,865.3 3,870.7 
Agriculture © 399.1 349.4 
Natural Resources* 275.3 286.3 
Utilities 115.4 118.0 
Construction 807.4 817.1 
Manufacturing 2,268.2 2,299.9 
Services-producing 10,882.2 11,164.9 
Trade 2,271.7 2,330.0 
Transportation 764.2 796.5 
FIRE* 865.3 884.5 
Professional/Scientific 926.5 985.5 
Management/Administrative 517.5 569.4 
Educational Services 1,001.7 974.4 
Health Care/Social Assistance 1,471.9 1,509.4 
Information/Culture/Recreation 636.2 695.8 
Accommodation & Food 950.6 948.1 
Other Services 708.9 696.6 
Public Administration 767.8 767.9 


2000 


December 


3,891.8 
347.5 
2117 
117.7 
820.6 

2,328.4 


11,1749 


2,354.4 
787.8 
881.9 
988.6 
559.2 
952.1 
1,523.7 
700.6 
965.7 
698.4 
762.4 


21.1 
-1.9 
-8.6 
-0.3 

3.5 

28.5 
10.0 
17.4 
-8.7 
-2.6 

3.4 
=10.2 
-22.3 

14.3 

4.8 

17.6 

1.8 

9.9 


Employment by major sector 


January 1998 = 100 
110 2 ere 


= Total 
— Goods 
— Services 


108 


106 


104 


Employment growth by worker category 


December 2000 (thousands) 


Total 


319.2 


Private 
employees 


Self- 


employed | -145.7 


Public 
sector 


& month-over-month 


ear-to-date 


% Change since 


Change since 

last Yeates last last 
year _ date © month | year 
26.5 26.5 05 b7 
51.6 516, #05 +129 

2.4 24: #30 #£=909 

2.3 2.3. 03 = 20 
13.2 13.2 04 + + #16 
60.2 60.2 | 12. 27 
292.7 292.7 Ol 2.7 
82.7 82.7 O07 = 36 
23.6 236 Ai 3.1 
16.6 16.6 -0.3 1.9 
62.1 62.1 03 6.7 
41.7 41.7 -1.8 8.1 
-49.6 -49.6 23 -5.0 
51.8 51.8 0.9 3.5 
64.4 64.4 _ 0.7 10.1 
15.1 15) 1.9 1.6 
-10.5 -10.5 0.3 15 
54 5.4 07 07 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


While Quebec leads December job 
growth... 


¢ Quebec led all provinces in job growth in December. 
Its unemployment rate fell to 8.0%, the lowest rate 
since 1976. 


¢ In percentage terms, sizeable employment gains were 
also registered in Prince Edward Island and Nova 
Scotia, leading to lower employment rates. 


...most provinces register gains on the 
year, led by Ontario 


¢ Employment in Ontario paused in December, but this 
province led the country in job growth on the year in 
both absolute and percentage terms. Growth in the 
labour force was even stronger, however, leading to a 
0.5 point rise in the unemployment rate. 


¢ Saskatchewan and Newfoundland both registered job 
losses in December and on the year. Job losses in 
Newfoundland, which raised the unemployment rate 3.6 
points on the year, follow three years of strong growth 
spurred by energy-related projects. In Saskatchewan, 
the unemployment rate was unchanged from the 
previous year due to a matching drop in the labour 
force. 


* In all other provinces, employment was up and 
unemployment was down in 2000. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since 
2000 last month 
December — (000's) A 
Canada 150067 = 314 0.2 
Newfoundland 204.7 -0.7 -0.3 
P.E.I. 63 1.8 28 
Nova Scotia 425.6 5.4 1.3 
New Brunswick ES ue -0.2 
Quebec G4514 18.9 0.4 
Ontario 596004 | 14 -0.0 
Manitoba 556.3 13 02 
Saskatchewan 4192, 86 42 
Alberta 16150. | 386 0.5 


B.C. 19725 BA 0.4 


Regional employment patterns 


January 1998 = 100 
110 a 


— Atlantic 


107 — Prairies ‘ Pe as aa 


=B.C. 


104 


101 


bo Fs fit eee eee eet ce voor eesrret ee Fereroe eo Fev Winslet dover hans Be ral AcotihantsRoysbvar cL Foe eee (ee ee a ie Wer Wey Wee On] 
1998 1999 2000 


January 1998 = 100 


~~ Quebec 
=< Ontario 


Unemployment Rates -- December 2000 


% 
17.7 


N- 
ee F 


Unemployment rate (%) 


Change since Levels Change since 
last year last last 
(0C0's) % month year 
319.2 22 6.8 -0.1 0.0 
-6.5 -3.1 17.7 0.1 3.6 
1.6 25 11.8 -2.0 -0.9 
117 2.8 8.9 -0.6 -0.7 
8.9 21 10.0 -0.5 -0.2 
25.8 0.8 8.0 -0.3 -0.1 
186.4 3.2 6.0 0.0 0.5 
10.3 1.9 4.9 0.0 -0.3 
-4.7 -1.0 53 0.2 0.0 
41.3 2.6 48 ; -0.1 -0.6 
44.3 Ze TA 0.1 -0.7 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation rises above 3% in November... 


¢ The annual rate of CPI inflation rose to 3.2% in 
November, the highest level in nine years. Higher 
energy prices have pushed up costs for transportation 
and shelter, and account for just under half of the 
overall rise in the general price level. 


¢ Lower prices for computer equipment and supplies, 
child care and video equipment moderated the rise in 
inflation. 


...Dbut the "core" rate remains in the 
bottom half of the official target range 


¢ Excluding energy, food and indirect taxes, the "core" 
rate of inflation edged up to 1.8% in November, 
remaining within the bottom half of the 1%-3% target 
range set jointly by the Bank of Canada and the 
Department of Finance. 


* Commodity prices were up 5.7% in December 
compared to a year ago. Prices for Energy 
commodities surged 28.5%, while non-energy 
commodities prices decreased 5.1%. 


Commodity Prices ($U.S. basis 


Index, 1982-90=100 
140.0 — 


120.0 Excluding energy 


60.0 - ve 


1995 1996 1997 1998 1999 “2000 


Consumer Price Index 


% change, year-over-year 


=All items 


~~Excluding Food, Energy and Indirect Taxes 


01.0 bec G Or Ok oe td itt L abt 
1993 1994 1995 1996 1997 1998 1999 2000 
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Consumer Prices 


November 2000 -% Change since 
Index last last 

(1992=100) month year 

All items CPI 115.0 0.3 3.2 
Food 112.9 0.8 21 
Shelter 411.2 0.5 5.0 
Household operations 110.7 0.0 14 
Clothing & Footwear 105.4 -2.0 0.0 
Transportation 134.0 1.9 5:3 
Health & Personal Care 112.9 0.1 2.2 
Recreation, Educ. & Reading 122.4 -1.6 17. 
Alcohol & Tobacco 98.6 05 3.7 
Excl. Food/Energy/Indirect Taxes 114.4 0.1 1.8 
Energy 136.6 15 18.0 

Commodity Prices (December) 

Index, 1982-90=100 111.3 -3.6 Sif 
Excluding Energy : 104.4 0.3 -5.1 
Energy 124.1 -9.3 28.5 


Provincial CPI Inflation -- November 2000 
% 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Short term interest rates fall as U.S. rates drop... 


¢ Market-determined short-term interest rates fell throughout December, pusie down by weak 


equity markets and expectations of a cut in U.S. interest rates. 


¢ Even though the Bank of Canada did not immediately follow suit, the 50-basis point rate cut in the 
U.S. Federal Reserve's federal funds rate on January 3 dropped Canadian money market rates to 


their lowest level since April. 


...but long-term yields rise 


¢ After falling through November, bond yields stabilized in December before jumping up near the 
end of the month in anticipation of the U.S. Fed's move. Long-term rates rose faster in Canada, 
raising domestic rates above their U.S. counterparts for the first time in over a year. 


¢ Mortgage rates decreased for both one and five year terms in December, reflecting previous 


declines in long-term interest rates. 


Short-term Interest Rates 


Canada (daily) 


; 90-day Corporate Paper 6.25 


United States 6.00 


Ley (es) 
Canada 


é eg SS ee 6 


D7, Wi rer rec er rece Weare eg errr ere er ne Pere OT Oren rare re We TTR 2 ° aN 2° 2 2 
1995 1996 1997 1998 1999 2000 of Ft Kye ¥ 
Long-term Bond Yields 
10 Canada (dail 
6.00 a) 
Canada 
8 
United States S75 
4 
4 \ 5.50 
Laon 
0 2 nag oal Oc go0 OR pEIAE 
Spread 
Sy ee aw eerste err) Loaded dstedctabedstAcdateActeabekadadaddba Nenad nidatodiatedytitea Vitcsctea stated cated 
1995 1996 1997 1998 1999 2000 ae pa a ae a UI 
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Key Money Market Rates 


(end of 90-day spread: Long spread 


period) Corporate against | Bond against 
Paper U.S. Yield U.S. 


1998 5.02 0.09 2.23 0.14 
1999 227 -0.49 6.23 -0.22 


July 2000 5.88 -0.71 9.99 -0.27 


August 5.90 -0.67 5.51 -0.23 
Sept 5.83 -0.72 5.67 -0.23 
Oct 5.85 -0.75 5.61 -0.14 
Nov 5.89 -0.68 5.51 -0.15 
Dec 5.71 -0.60 5.56 0.11 
Jan3 5.70 -0.42 5.63 0.14 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


(end of Prime 
period) Bank Lending Mortgage Rate 
Rate Rate year  Syear 
1998 9.29 6.75 620 6:60 
1999 5.00 6.50 1.39 8.25 


July 2000 6.00 7.50 7.90 8.25 


August 6.00 7.50 7.90 8.25 
Sept 6.00 7.50 7.90 8.25 
Oct 6.00 7.50 7.90 8.25 
Nov 6.00 7.50 7.90 8.25 
Dec 6.00 7.50 7.70 7.95 
Jan 3 6.00 7.50 7.70 7.95 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The dollar gains strength... 


¢ The Canadian dollar appreciated in December, Indications of continuing strong growth at 
home but weaker conditions in the U.S. gave rise to expectations that the Bank of Canada 
would not lower domestic rates as quickly as U.S. rates. The loonie ended the month up a 
cent and a half from November's close, and continued to rise early in January, closing just 


under US ¢67.0 on January 2. 


...but stock prices are volatile 


¢ Positive economic news propelled the TSE 300 higher at the beginning of December, but 
increasing concerns over a sharper-than-expected U.S. slowdown and lower corporate 
profits contributed to a downward slide later in the month. Still, the TSE 300 index closed 
the month up 1.3%, and 6.2% overall in 2000 despite a major correction late in the year. 


¢ Although expectations of lower interest rates provided a lift to the U.S. S&P 500 and Dow 


Jones indexes in December, both posted losses on the year. 


Canadian dollar 


$US/$C 1992=100 i 
0.85 98 Ay Canada (daily) 
«versus US dollar (L) 
0.80 versus C6 index .(R) 0.68 
0.75 0.67 
0.70 Gree 
0.65 
0.65 
0.64 Nansasarardvarararcalararacasal 
0.60 lla ou boarnticnaanbosiaann TA v 4° ~ ae nN) 
1993 1994 1995 1996 1997 1998 1999 2000 


Stock Market Indices 


The Canadian Dollar 


(close) $US index DM yen 

vs. vs. C6 vs. vs. 

$Cdn___(92=100) — $Cdn $Cdn 
1998 0.6522 18.71 1.082 75.91 
1999 0.6929 82.67 1.313 69.66 
July 2000 0.6725 83.17 1.410 73.23 
August 0.6796 83.13 1.459 72.86 
Sept. 06651 8316 1513 71.88 
Oct 0.6568 81.87 19017 71.70 
Nov 0.6510 80.34 1.485 70.75 
Dec 0.6669 81.19 1.433 13.64 
Jan 5 0.6672 


Key Stock Market Indexes 
% change from 


12,500 a bea TSE 300 (daily) December last last 
: Close month _ year 
Ae 000 ae TSE 300 8934 «132 
Dow Jones 40,000 Oil & Gas 8,576 13.9 46.3 
Industrial Average ‘ Metals & Minerals 3,747 03 168 
7.500 9,500 Utilities 15,963 48 27.1 
Paper & Forest 4,828 6.4 -7.8 
9,000 Merchandising 5,522 -0.2 8.0 
5,000 TSE 300 Financial Services 10,957 11.3 47.9 
8,500 Golds 4,341 6.4 -11.0 
Price-Earnings Ratio* 23.0 -1.9 -17.0 
8,000 taacsauaedbverstadvarsxeesshlencassxplasasens asd 
2500 Veiiittnleainascnolncnniascnbicanacnbiaainseubintanritaabisennns tes wv Be: ne) 
1993 1994 1995 1996 1997 1998 1999 2000 o s Cry Se S&P 500 1,320 0.4 (-10.1 
if fi : Dow Jones 10,787 3.6 -6.2 
*columns 2 & 3 reflect change in levels 
ME! January 2001 13) 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


Signs of a cooling U.S. economy... 


¢ Final estimates show that the U.S. economy expanded at an annual pace of 2.2% in the third quarter 
of 2000, down from 5.6% in the second quarter. Declining government spending, inventory. 
investment and residential investment contributed to the slower output growth. 


¢ U.S. employment increased by 105,000 in December, led by a sizeable gain in the Service-producing 
industries. Lower employment in Manufacturing and Construction held back overall job growth. The 
unemployment rate was unchanged at 4.0 %. 


¢ U.S. consumer prices were up 3.4% in November on a year-over-year basis, but only 2.6% excluding 
food and energy prices. Compared to November 1999, producer prices were up 3.7%. 


...prompt a cut in interest rates 


¢ On January 3, the Federal Reserve surprised markets with a 50 basis point drop in the key federal 
funds rate, the biggest reduction since July 1992. This move was prompted by growing indications of 
a marked slowdown in the U.S. economy, including weakness in the manufacturing sector and retail 
sales. The rate cut was announced four weeks ahead of the next scheduled meeting on January 
30-31, where analysts widely predict a further interest rate cut will be announced. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
%% change, SAAR 


4 Monthly change in thousands 


8.3 
eet 500 


94 95 96 97 98 99 SAP ity bard! eS revere 
99 | 00 | 2000 
U.S. Consumer Price Inflation U.S. Unemployment & Participation Rates 
° ne % % 
6 % change, year-over-year a6 () ores 


Unemployment Rate 


6.0 (L) 


68 


: 40 Fi Nooske , 67 

—Excluding Food & Energy ee ay 

—Total {VV 
1.0 2.0 a 5 66 

Participation Rate 
(R) 

SA TEM mn ars Me hee ae AM Rares Be aos TEAS Aiea 0.0 bi lodannlaninbiunilouniubiounaibonusdiananiabaaiae 65 
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COMING UP | 


Key Future Data Releases and Planned Events 


CANADA 
Consumer Pace index — Decempenne. 0. ccclat access sssencseaseatiledecanes January 18 
Intemational tade— November oe i pete saenddawascebenes troceeeee January 19 
Survey of Manufacturing — NOVEMDET .............cccccccccccccccssssceseeeeseeeeeecs January 22 
SDP aliacioncost = NOVeMDels wt uh ccna ttesekere cote einem: January 31 
BUSINESS" OOnClIOnS moUIVCV-=<1e ANLANY ote eres cscs sckefides saoasaueteuresncees February 1 
PADOUMT ONCE OUINCY = JAnUAly., seet enim nares cassie dlcdcaseder sane February 9 
Private and Public Investment Intentions — 2001 ............ ee February 21 
Financial Statistics For Enterprises — 4th Quarter 2000 ...............0..0.. February 27 
National Economic & Financial Accounts — 4th Quarter 2000 ........... February 28 
Balance of International Payments — 4th Quarter 2000 ....... ee. February 28 
Capacity Utilization Rates — 4th Quarter 2000 .......... eee March 9 

UNITED STATES 
ConstimemPricesndex DeCcemMben:s..i. acs ciessahca cecvosssvace Aasseebdaavhonoaes January 17 
intenmationabdrade November eiiweet.. ccuu)., Ae PR cored sad January 19 
Federal Open Market Committee meeting ......................ccccceseseeeveeens January 30, 31 
GDP — 4th Quarter 2000, Advance estimate ........00....cccecccceeeeeceeeeeeeeee January 31 
Employment Situation =Jantany Ane a6. Sak a ee ee February 2 


Note: the January MEI uses data available as of January 5, 2001 
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HIGHLIGHTS 


ds Output pauses in November, held back 


by slowing North American demand for 
autos. 


Employment is flat in January, but the 
unemployment rate rises to 6.9% as 
more people enter the labour market. 


The U.S. outlook weakens further, 
prompting authorities to cut interest 
rates by 100 basis points. 


The Bank of Canada lowers its key rate 
by 25 basis points on January 23, citing 
the impact of slower U.S. growth on the 
Canadian economy. 


Lower rates contribute to a modest 
pickup in stock prices in January. 


| we B Industry — Industrie 


Canada~ Canada 


Key Monthly Economic Indicators 


Real GDP ($92 B) 797.0 
Goods 260.6 
Services 536.4 

Composite Index 166.6 

Employment (000's) 15,067 
Full-time 12,339 
Part-time 2,728 

Unemployment* (%) 6.9 
Youth* 12.1 
Adult* 5.8 

CPI inflation* 3.2 

Retail Sales ($M) 23,389 


Housing Starts (000's) 174.1 


Trade Balance* ($M) 4,490 


Exports 35,546 
Imports 31,056 
M&E 10,664 


3-mth Corp. paper* (%) 5.28 
Long bond yield* (%) 5.67 
Canadian dollar (US¢) 66.21 


% Change since 


last last 
month year 
0.1 3.7 
-0.0 3.3 
0.1 4.0 
-0.4 7.0 
0.0 1.9 
-0.2 1.8 
0.7 2.0 
6.8 6.8 
12.5 12.5 
5.7 SU 
3.2 2.6 
0.4 6.1 
20.1 15.8 
4,850 3,476 
0.8 12.2 
2.2 10.1 
720 14.6 
5.71 5:20 
5.56 6.27 
66.69 69.18 


*Data in levels only — % change not reported. 


The “Monthly Economic Indicators" (ME!) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 

consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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Translation has been provided by Lucie Larocque and Sue Hopf is responsible for production support. All information is taken 
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THE ECONOMY | sos 


Real GDP by Industry | tag 


Output is little changed in November... 


¢ Following a 0.5% advance the previous month, real GDP at factor cost edged up 0.1% in 


November. Signalling continued weakness, the composite leading indicator fell in December for the 
first time since 1995. 


... aS Weaker auto sales dampen activity in several industries 


¢ Output in the Goods sector was flat in November. Slow North American demand for autos held 
back Manufacturing activity, which was also affected by a drop in production of communications 
equipment. Continued growth in housing demand and an increase in engineering construction 
spurred gains in Construction, while increased production of mineral fuels contributed to higher 
output in the Mining industries. . 


¢ Activity in the Services Sector edged up 0.1% in November, as telecommunications carriers and 
postal and courier industries boosted output in Communications. Lower auto sales and slower 
growth in the computer industry fuelled a drop in Wholesale Trade, while falling stock markets led to 
a decline in Finance & Insurance. 


Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars) 

5 ie sae November 2000 monthly % Change since last 
Composite Leading $ millions change month year 
me Indicator 
| Total Economy 797,009 426 0.1 SU/ 
1 Lj Business sector 667,199 294 0.0 4.2 

Goods 260,581 -103 -0.0 3.3 
Agriculture 12,947 70 0.5 -4.2 
Fishing & Trapping 649 -12 -1.8 -13.4 
Ape Logging & Forestry 4,493 -139 -3.0 -6.2 
Mining* 27,502 162 0.6 2.3 
P: -apenaoeeeten th Manutactinng 145,494 -791 -0.5 4.8 
"1997 1998 1999 2000 . | Construction 42,960 312 0.7 1.6 
Other Utilities 26,536 295 fist 5.8 
‘Real GDP by major sector Services 536,428 529 0.1 4.0 
January 1996 = 100 Transport & Storage 37,038 132 0.4 3.6 
Communications Shh SS) 310 1.0 9.3 
127 = Wholesale Trade 50,836 -468 -0.9 23 
mt 2 Retail Trade 51,284 -21 -0.0 5.9 
Goods - Finance & Insurance 43,856 -314 -0.7 48 
119 — Manufacturing Real Estate & Ins. Agent 83,592 201 0.2 2.8 
145 — Services Business services 51,506 225 0.4 10.0 
Government services 47,916 208 0.4 3:3 
aM Education 40,915 -75 0.2 0.4 
407 Health & Social Services 46,518 is) 0.0 0.4 
A Accommodation & Food 21,608 200 0.9 48 
Other 30,226 118 0.4 1.9 

99 “~ 


1996 1997 1998 1999 2000 


“Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 
Consumer Spending and Attitudes 


Consumer spending is strong in the third Total Retail and Motor Vehicle Sales__ 

$ Billi $ Billi 
quarter... 5a Billions illions ne | 
¢ Consumer spending posted its largest increase in more aM 


Total Sales (Left) 6.3 


than two years in the third quarter. 22.0 
e« While spending was up across all major categories, ie 
purchases of consumer durables jumped 16.3% 20.0 
(annualized). Motor vehicle sales were boosted by 


5.5 


Motor Vehicle Sales 


: i ' 19.0 (Right) 
generous manufacturers’ incentives. 4.8 
' 18.0 
¢ Disposable income rose at a slower rate than personal 17.0 site Leareem Ue 40 
income (1.4%), as transfers to governments outpaced te ENT ote TATED 3 Gaee 
income growth in the third quarter. After adjusting for 
inflation, personal disposable income fell 1.5%, the first 
quarterly drop in four years. Retail Sales and Consumer Credit___ 


4 November’ 2000 % Change since 
...but weakens in the fourth quarter last last 


$ millions month year 
¢ Despite strong employment growth, lower confidence 


Total Retail Sales (S.A.) 23,389 0.4 6.1 
affected consumer demand in the fourth quarter. Food 5 165 on ne 
Retail sales recovered somewhat in November, but 
have been essentially flat since July. Available data Dig Soles Vole Bie | ge 
for December point to an increase in motor vehicle Clothing 1,279 -0.1 6.7 
sales, however. Furniture 1,291 0.3 9.8 

Automotive 9,394 1.6 7.0 
General Merch. Stores 2,604 -1.5 6.5 
All other Stores 2,501 -0.9 Siz. 
Total ex. motor vehicles 17,307 -0.1 7.0 
Consumer Credit 189 0.4 8.8 
(unadjusted) 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) Real Consumer Spending and Attitudes 
~{ 2000 Q2 2000 Q3 
—____1998 __1999 2000 92" 2000 Q3— Index (1995Q1=100) 1991=100 | 
i 3 522,044 529,036 
Real Consumption (92$) 487,866 504,76 150 Total Spending (L) 
% change 29 3.5 3.6 Be — Durable Goods (L) 
Durable Goods 66,487 71,859 76,776 79,724 140 — Consumer Attitudes" (R) 140 
% change 5.9 8.1 4.8 16.3 
Semi-Durable Goods 45,751 47,103 48,976 50,000 130 556 
% change 4.4 3.0 3.2 8.6 
Non-Durable Goods 120,795 123,344 125,572 126,084 120 
% change 1.7 24] 1.9 1.6 nog 
Services 254,833 262,457 270,720 273,228 | 110 ! 
% change 25 3.0 44 3.8 80 
100 - A 
Disposable Income 567,960 590,608 622,172 624,300 i, i 
QO pt See eS 
% change 3.9 4.0 52 1.4 Qh 2) SLE) PAS). Ze a 2 po 
Saving Rate (%) 45 A 3.9 23 95 96 97 
Debt-to-Income Ratio (%) 94.9 96.1 95.4 96.3 “Conference Board of Canada 
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THE ECONOMY 


Business Investment in Plant and Equipment 


Business investment remains strong in _ Investment in Plant and Equipment ! 
fs Index (1992Q1=100) % 
the third quarter... | 238 100 


= Machinery & Equipment (L) 
— Non-Residential Construction (L) 
195 Capacity Utilization (R) 


215 
e Business investment in M&E remains very strong, 


rising 16.0% (annual rate) in the third quarter. . 
Purchase of telecommunications equipment led the 175 
third quarter advance. 


90 


155 


e However, Non-Residential Construction activity edged WS 
lower. Non-residential building was flat, while ; 
exploration activity in the oil and gas sector was 
constrained by poor weather and shortages of Oe 
equipment and personnel. 


115 


..and should rise further PPM Aa Tia To 
Corporate Profits & Business Confidence 
Index, 1991=100 % of GDP 


Corporate Profits as % of GDP (R) 
— Business Confidence* (L) 


¢ Business confidence has fallen from its peak late in 
1999, despite strong growth and an improving profit 175 
picture over the past two years. 


150 
¢ Most indicators suggest that investment rose further 


in the fourth quarter. Total imports of M&E were up 


125 
sharply in November, more than offsetting a fall in 


8 
October. This rise was supported by higher | 
purchases of telecommunications equipment and Ne \6 
aircraft. Increased activity in the oil patch has also 


provided a boost to Non-Residential Construction. 78 apt ts si ee i 
1992 1993 1994 1995 1996 1997 1998 1999 2000 


*Conference Board of Canada 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


2000 Q1 
BUSINESS INVESTMENT 


Machinery & Equipment (1992$) 65,357 
% change 9.0 
Non-residential Construction (1992$) 39,502 
% change ILE 
Capacity Utilization (%, Non-farm goods) 82.8 
Capacity Utilization (Mfg. sector) 83.8 


CORPORATE FINANCES & ATTITUDES 


Corporate Operating Profits 142,296.0 ' 174,317.0 189,792.0 204,916.0 209,996.0 210,212.0 
% change =13.3 22.5 19.0 35.9 10.3 0.4 
Profits - Non-financial industries 94,891.0 123,372.0 135,332.0 139,896.0 145,836.0 148,632.0 
% change 13:6 30.0 18.4 14.2 18.1 7.9 
Profits - Financial industries 47,406.0 50,945.0 54,460.0 65,016.0 64,160.0 61,580.0 
% change 125 fa5) 20.5 103.1 LDL SS i 
Business Credit 693,247.3 729,422.8 746,826.3 758, 165.0 775,813.7 785,092.3 
% change 10.7 52. 6.4 6.2 9.6 49 
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THE ECONOMY 
Housing 


The housing sector recovers in the 
third quarter... 


Business investment in Residential Construction rose 
6.0% in the third quarter, partly offsetting a decline in 
the previous period. 


A recovery from a Spring strike by cement truck drivers 
in Toronto contributed greatly to this advance, leading 
to higher investment in new housing. Sales of existing 
homes were also up on the quarter, along with an 
increase in the pace of renovation activity. 


...and likely advances further in the fourth 
quarter 


Most housing market indicators point to continued 
growth. Residential construction was up 1.1% in 
November, the fifth straight monthly increase. 
Housing starts declined 0.3% overall in the fourth 
quarter, but surged 20% in January to an annualized 
174,100 units, the highest level since 1994. 


Recent cuts in mortgage rates may support future 


Housing Activity a eras. || 


$ Billions Units (000s) 20 


p45 
i Residential Construction : 
ey (Left) A755! 
2 
13 a50y 
12 125 
Housing Starts (Right) 
11 100 . 
1996 1997 1998 1999 2000 2001 


0] 


housing market demand. 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
1998 


2000 Q2 


2000 Q3 


Residential Construction 41,523 44,259 44,912 45 564 
% change -2.0 6.6 -9.3 5.9 
Construction by Business sector 41,277 43,983 44,640 45,292 
% change -2.0 6.6 -9.4 6.0 
New Housing 20,701 22,258 21,968 22,268 
% change -3.5 1ED, -17.8 5.6 
Alterations & Improvements 13,640 | 14,399 15,380 15,644 
% change 2.4 5.6 2.6 7.0 
Ownership & Transfer Costs 7,182 (L239) 7,564 7,652 
% change -5.7 (il -5.5 47 
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Monthly Housing Indicators 


Change since 


levels last last 
month year 
Residential Construction (1) 14,526 1.1% 1.1% 
($92M, factor cost basis) 
Building Permits, $M (2) 1669 42% -93% 
peony So Homes (2) 18,816 -1,597 
Housing Starts, # of units (3) 174,100 29,100 23,800 
Newfoundland 800 -300 -400 
Prince Edward Island 500 -100 0 
Nova Scotia 4,000 700 -700 
New Brunswick 3,000 1,800 -1,700 
Quebec 20,700 2,900 2,100 
Ontario 79,600 13,700 17,100 
Manitoba 1,600 100 300 
Saskatchewan 1,700 900 -900 
Alberta 24,200 1,600 3,900 
British Columbia 18,900 8,000 8,600 


1 - November data; 2 - December data; 3 - January data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


% change, SAAR 
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THE ECONOMY 
Trade and Competitiveness 


Imports outpace exports in November... 


..leading to a lower trade surplus 


MEI February 2001 


Imports rose 2.2% in November, with sharp 
increases for Energy Products, Industrial Goods & 
Materials and M&E. Lower imports of Automotive 
Products reflect the general slowdown in this 


sector. 


Exports rose 0.8% in November. Exports of Energy 
Products were boosted by electricity sales to 
California and higher sales of natural gas and crude 
petroleum. Falling exports of telecommunications 
equipment lowered exports of M&E. 


With imports rising faster than exports, Canada's 
trade surplus declined to $4.5 billion in November. 


The cumulative trade surplus over the first eleven 
months of the year was $47.5 billion, up $16.5 


billion on a year-to-date basis. 


Merchandise Trade 
November 2000 


Exports 

to United States 
Imports 

from United States 
Trade Balance 

with United States 

Exports by Commodity 
Agriculture/Fishing Products 
Energy Products 

Forestry Products 
Industrial Goods & Materials 
Machinery & Equipment 
Automotive Products 
Other Consumer Goods 
Imports by Commodity 
Agriculture/Fishing Products 
Energy Products 

Forestry Products 

Industrial Goods & Materials 
Machinery & Equipment 
Automotive Products 

Other Consumer Goods 


Levels ($ millions) 


October 


2000 


35,247 
30,556 
30,397 
22,408 
4,850 
8,148 


2,263 
4,168 
3,430 
5,503 
9,149 
8,217 
1,265 


1,607 
1,393 
253 
5,777 
10,388 
6,427 
3,486 


November 


2000 


35,546 
31,064 
31,056 
22,525 
4,490 
8,539 


2,290 
4,628 
3,455 
5,493 
8,932 
8,215 
15292 


1,606 
1,709 
263 
6,100 
10,664 
6,156 
3,511 


‘Merchandise Trade Flows and Balance 


| $ Billions 


25.0 


eres, Uk 
~ fll 


Exports (L) 


1995 1996 1997 


Trade Balance (R) 


1998 1999 


Imports (L) 


0.0 | 


$ Billions 
10.0 


7.5 


2000 


Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) 


120 


$US per $C 


A declining ratio represents improving Canadian competitiveness 


=——= Total Economy (L) 
— Manufacturing (L) 1.1 


100 


rie Saat 
0.8 

———, 
fe = 
hee tro 
i i 
VS ee ee Se ee ee ea (ONG 
97 99 4°41 23 3.4 

99 00 


___ Exchange Rate (R) 


Source: Industry Canada compilations based on data from Statistics 
_ Canada and the U.S. Bureau of Labor Statistics 


Year-to-date ($ millions) 


1999 


Jan-Nov. 


328,748 
282,152 
297,655 
227,422 
31,093 
54,730 


23,336 
26,857 
35,654 
$2,314 
78,416 
87,196 
12,323 


16,149 
9,468 
2,498 

56,418 

98,775 

69,323 

33,668 


2000 
Jan-Nov. 


379,358 
326,721 
331,809 
244,428 
47,549 
82,293 


25,171 
45,352 
38,196 
59,140 
95,495 
88,952 
13,365 


16,925 
16,148 
2,799 
64,485 
112,012 
70,987 
36,572 


Change ($M) % Change 
Oct. to Oct.to Nov. 1999 to 

Nov. 2000 Nov. 2000 Nov. 2000 

299 0.8 42.2 

508 Tez: 14.7 

659 2.2 10.1 

thelys 0.5 6.4 
-360 
391 

Zi 12 6.2 

460 11.0 57.8 

25 0.7 3.4 

-10 -0.2 85 

-217 -2.4 14.4 

-2 0.0 cs) 

27 | 15.8 

-1 - -0.1 10.2 

316 22.7 43.3 

10 4.0 10.5 

323 5:6 12.2 

276 27 14.6 

-271 4.2 oi, 

25 0.7 11.5 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Employment growth pauses in January... 


¢ Employment was flat in January, with the loss of 
20,000 full-time jobs offset by an equivalent gain in 
part-time work. Employment was little changed 
across the three major demographic groups (youth, 
adult men and adult women). 


« January's pause follows strong job growth over the 
last five months of 2000. Employment rose 319,000 
overall in 2000, building on a net increase of 
427,000 jobs in 1999. 


..and the unemployment rate edges up to 


6.9% 


¢ The labour force continued to rise despite flat 
employment, increasing the national unemployment 
rate 0.1 percentage points to 6.9%. Still, this 
remains near last May's 24-year low of 6.6%. 


¢ An increase in the number of adult males seeking 
work raised the adult unemployment rate 0.1 points 
to 5.8%. The unemployment rate for youth dipped 
0.4 points to 12.1%, due solely to a fall in the labour 
force. 


Labour Force Trends 


_Employment_ 
| 80 


Monthly change in thousands 


| 60 


a 
o 


i] 
o 


| 


i 
| 
a I = 


20 - Wee: 
1998 1999 2000 2001 
Unemployment Rate 
% % 
13.0 68.0 
12.0 
67.0 


11.0 


10.0 


9.0 


8.0 


7.0 


Participation Rate (R) 


Unemployment Rate (L) 


66.0 


65.0 


C:0s 64.0 
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 


Levels Change since % Change since 

(in thousands) 2000 2000 2001 last last year-to- last last 

January December January month year date month year 

Employment 14,791.8 15,066.7 15,067.4 0.0 139 

Full-time 12,117.6 12,358.7 G22339°2 -0.2 1.8 

Part-time 2,674.2 2,708.0 2,728.3 0.7 2.0 

Youth 15-24 2,265.8 2,344.4 2,345.3 0.0 OS 

Adult 25+ 12,526.0 A, AS) A 2N72 222 -0.0 1.6 
Self-employed POS. 2 2,363.3 2,314.9 
Unemployment 1,077.5 1,103.7 1,113.2 
Unemployment Rate 6.8 6.8 6.9 
Youth 15-24 12.5 12.5 12.1 
Adult 25+ 57 Sy Uf 5.8 
Labour Force 15,869.3 16,170.4 16,180.6 
Participation Rate 65.7 66.2 66.1 

Employment Rate 61.3 61.7 61.6 -0.1 0.3 -0.1 
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LABOUR MARKET TRENDS 
Industry Overview 


Both Goods and Services are flat in 
January... 


Employment in the Goods sector was little changed 
in January, as declines in Manufacturing and 
Agriculture offset modest gains elsewhere. This 
represents the first drop in four months for the 
Manufacturing Sector, but Agricultural employment 
has fallen steadily over the past year. 


Services employment was also flat in January. Trade 
(Wholesale & Retail) posted a sharp gain, building on 
strong growth in 2000. Employment in Health Care & 
Social Assistance also advanced. These gains were 
offset by losses in many industries, led by 
Management, Administrative & Other Support 
Services. 


...as Self-employment continues to drop 


Paid employment in the private sector and public 
sector both increased in January. 


However, self-employment was down 48,000 jobs, 
bringing year-over-year losses to 216,000. 


Industrial Employment Trends 


(in thousands) Levels Change since 
2000 2000 2001 last year-to- last 
Janua December Janua date month 
Goods-producing 3,889.2 3,891.8 3709129 0.1 Pie 0.1 0.0 
Agriculture 401.1 347.5 34507" -1.8 -55.4 -1.8 -0.5 
Natural Resources* PAP SYS) PATE Tf 282.9 5rZ 7.4 B72 1.9 
Utilities 116.0 ddiveri 122.4 4.7 6.4 47 4.0 
Construction 815.0 820.6 821.6 1.0 6.6 1.0 0.1 
Manufacturing PD PRS 71 2,328.4 2,319:3 -9.1 37.6 -9.1 -0.4 
Services-producing 10,902.6 11,174.9 11,175.6 0.7 273.0 0.7 0.0 
Trade 2,263.1 2,354.4 2,375.0 20.6 111.9 20.6 0.9 
Transportation 776.6 787.8 788.1 0.3 AES 0.3 0.0 
FIRE* 859.6 881.9 869.6 -12.3 10.0 -12.3 -1.4 
Professional/Scientific 927.1 988.6 994.1 SYS) 67.0 5715) 0.6 
Management/Administrative Sao 5592 530.8 -28.4 18.3 -28.4 -5.1 
Educational Services 998.5 952.1 959.9 7.8 -38.6 7.8 0.8 
Health Care/Social Assistance 1,511.0 152357 1,544.4 20.7 33.4 20.7 1.4 
Information/Culture/Recreation 628.4 700.6 700.0 -0.6 71.6 -0.6 -0.1 
Accommodation & Food 9OME7, 965.7 968.0 23 16.3 Das 0.2 
Other Services 701.3 698.4 685.8 -12.6 -15.5 -12.6 -1.8 
Public Administration 772.8 762.4 760.0 -2.4 -12.8 -2.4 -0.3 


“Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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Employment by majorsector 
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LABOUR MARKET TRENDS 
Provincial Overview 


Job gains in most provinces, led by 
Ontario... 


A solid increase in employment dropped Ontario's 
unemployment rate to 5.7% in January. 


* A notable gain was also registered in Newfoundland, 
lowering its unemployment rate by 1.4 points to 16.3%. 
Manitoba also posted an increase, dropping its 
unemployment rate to 4.6%, lowest among all 
provinces. 


* Employment was also higher in New Brunswick, 
Quebec, Saskatchewan and Alberta. However, in 
these provinces the labour force also increased, 
leaving the unemployment rate unchanged in New 
Brunswick and higher elsewhere. 


..are Offset by losses in British Columbia 
and Nova Scotia 


* Employment fell 30,000 in British Columbia, offsetting 
most of the gains posted over the past five months and 
pushing its unemployment rate up to 7.4%. 


* In Nova Scotia, job losses pushed up the 
unemployment rate to 9.8%. Employment edged lower 
in P.E.I., but this small loss was accompanied by a 
bigger drop in the labour force and hence lower 
unemployment. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


~ 104 


Regional employment patterns _ 
| 


January 1998 = 100 
: 140 2 


— Atlantic 
—Prairies pe = 
=—B.C. 


953) 


1998 1999 2000 2001 | 


January 1998 = 100 
110 


~~ Quebec 


107 = Ontario 


101 


98 
1998 
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2000 


Unemployment Rates -- January 2001 pd 
% 
16.3 


Unemployment rate (%) 


Levels Change since Change since Levels Change since 
2001 eboaiisteliiag last year last last 
January (000's) % (000's) % month year 


Canada 15,067.4 0.7 
Newfoundland 206.6 18) 
P.E.I. 65.1 -0.2 
Nova Scotia 416.4 -9.2 
New Brunswick 341.2 2.9 
Quebec 3,457.3 5.9 
Ontario 5,976.4 16.0 
Manitoba 558.6 2) 
Saskatchewan 483.4 4.2 
Alberta 1,619.9 6.9 
B.C. 1,942.5 --30.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation is stable in December... 


The annual rate of CPI inflation was unchanged in 
December at 3.2%. Higher energy prices accounted 
for more than one-third of the year-over-year rise, but 
costs were also higher for mortgage interest, fresh 
vegetables, meat (excluding poultry), food purchased 
from restaurants and rent. 


Lower prices for air transportation, computer 
equipment & supplies and child care put downward 
pressure on the index. 


..and the "core" rate remains in the 
bottom half of the official target range 


Although inflation is at its highest point since 1991, 
the year when the GST was introduced, underlying 
cost pressures remain modest. Excluding energy, 
food and indirect taxes, the "core" rate of inflation 
edged up to 1.9% in December, near the mid-point of 
the 1%-3% target range set jointly by the Bank of 
Canada and the Department of Finance. 


Commodity prices were up 6.7% in January 
compared to a year ago. Prices for Energy 
commodities surged 37.2%, while non-energy 
commodities prices decreased 7.7%. 


| Consumer Price Index 


| 
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0.0 


% change, year-over-year — 


=All items 
— Excluding Food, Energy and Indirect Taxes 


Official Target Range: 1%-3% 


1994 1995 1996 1997 1998 1999 ‘ 2000 


| Commodity Prices ($U.S. basis) 
| fe 
| Index, 1982-90=100 
| 440.0 - 


| Excluding energy 


60.0 - 


ee eee 


1995 1996 1997 1998 1999 2000 2001 ; 


Consumer Prices 


December 2000 % Change since 
Index last last 
(1992=100) month year 
All items CPI 115.1 0.4 3.2 
Food 114.5 1.4 SZ 
Shelter Ter 0.4 5.0 
Household operations 110.5 -0.2 2 
Clothing & Footwear 105.2 -0.2 dev 
Transportation 132.4 als Sez 
Health & Personal Care 112.8 -0.1 1.8 
Recreation, Educ. & Reading 122.0 -0.3 Jif 
Alcohol & Tobacco 99.0 0.4 3.2 
Excl. Food/Energy/Indirect Taxes 114.4 0.0 be9, 
Energy 134.5 -1.5 13.6 
Commodity Prices (January) 
Index, 1982-90=100 laser ZS 6.7 
Excluding Energy 103.8 -0.6 “70 
Energy 138.0 6.6 3:2 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


The Bank of Canada moves to lower short term interest rates... 


¢ The Bank of Canada lowered its trend-setting Bank Rate by 25-basis points to 5.75% on January 
23, following a 50 point cut in the U.S. federal funds rate earlier in the month. The U.S. 
subsequently lowered rates an additional 50 points on January 31. 


¢ Given expectations of the Bank's move, market-determined short-term interest rates fell 
throughout January, dropping to their lowest level in a year. The Prime Rate dropped 25 points 
and mortgage rates also fell in January. 


...but long-term yields rise 


* Rate cuts by the U.S. Federal Reserve and the Bank of Canada provided some support to 
equities, lowering the demand for long-term bonds and pushing up yields in January. 


¢ Canadian long-term rates have been above U.S. yields in the past two months. Moreover, the 


sharp drop in U.S. short-term rates have eliminated the gap between Canadian and U.S. 
short-term rates, which stood as high as 75 points in Canada's favour in October. 


a saeeee 1 ieee u Del EMRE Bes hl Key Money Market Rates 


‘Short-term Interest Rates i chee coRBLE oe ae oe 
‘ 90-day Corporate Paper 6.00 Canada (daily) ce Paper U.S. Yield U.S. 
1998 5.02 0.09) 5.23 0.14 
4 1999 527, 049 4@28. 0.22 
4 United States 5.75 | 
| Aug 2000 590 -067) 551 -0.23 
4 550 Sept 5.83. -0.72| 567 -0.23 
pa oe Oct 585 -075| 561 -0.14 
i) Nov 589 -068/ 551 -0.15 
nua ** | Dec 571 -0.60| 556 0.11 
ane | Jan 2001 5.29 -0.03} 5.72 0.18 
| “toes — 1996 #Aae7= 1993-41999 g0dd 200i | ae Se we ik bebe 5.28  _ 0.021 S67 _. 0.15 
| 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Long-term Bond Yields 
Key Lending Rates 
_ 10 6.00 Canada (daily) 


Canada 


| 
| 
(end of Prime 

| period) Bank Lending Mortgage Rate 
Rate Rate year 5year 


F 1998 5.25 675 620 6.60 
peed yates ek 1999 5.00 650 7.35 8.25 

: | 
| Aug 2000 6.00 750 790 825 
ee 550 Sept 6.00 7.50 7.90 8.25 
an He. xe 7 Oct 6.00) “750 7290. - 625 
et ott Gee ae | Nov 6.00 750 790 825 
i | Dec 6.00 i 7.50 «is 7270.8 087.95 
| “1995 1996 1997 1998 1999 2000 2001 5 °e eee Jan 2001 5975 7.25 7.40 7.75 

RO x x ee x <& 

RN ee a SUED ES Feb 7 Seen wD). | 7.75 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The dollar falls in early February... 


¢ The Canadian dollar lost some ground early in January, as a number of U.S. economic 
indicators came in stronger than expected. The loonie strengthened later in the month, as 


growing evidence of weakness fuelled anticipation of a rate cut in the U.S. 


¢ The Canadian currency lost momentum again at the beginning of February, closing at 


US66.2¢ on February 9. 


...aS the TSE 300 ends the month higher 


¢ Lower short-term interest rates increased the demand for equities in January. The TSE 
300 index closed the month up 4.3%, the second straight monthly increase following a 


sharp drop late in 2000. 


¢ Lower interest rates also provided a lift to the U.S. S&P 500 and Dow Jones indexes in 
January. However, both are down on a year-over-year basis, compared to a gain of 


nearly 10% for the TSE 300. 


Canadian dollar 


$US/$C 1992=100 
0.85 98 
versus US dollar (L) 
0.80 —versus C6 index (R) 0.68 
0.75 0.67 
ae 0.66 
0.65 
0.65 
0.64 


1993 1994 1995 1996 1997 1998 1999—2900—2001- Pg op” 


Canada (dail 
eS anada (daily) 


Stock Market Indices 


The Canadian Dollar 


(close) 


1998 
1999 


Aug 2000 
Sept 

Oct 

Nov 

Dec 

Jan 2001 


Feb 9 


$US 
vs. 
$Cdn 


0.6522 
0.6929 


0.6796 
0.6651 
0.6568 
0.6510 
0.6669 
0.6672 


0.6621 


index 
vs. C-6 
(92=100) 


78.71 
82.67 


83.13 
83.16 
81.87 
80.34 
81.19 
82.15 


DM 
vs. 
$Cdn 


1.082 
12313 


1.459 
(esye) 
1.517 
1.485 
1.433 
1387 


yen 
vs. 
$Cdn 


HOH 
69.66 


72.86 
71.88 
71.70 
70.75 
73.64 
77.67 


Key Stock Market Indexes 
% change from 


12,500 TSE 300 (daily) January last last 
41,000 
Close month year 
ee Y 10,500 TSE 300 9,322 4.3 9.9 
Dow Jones 10.000 Oil & Gas 7,982 -6.9 38.0 
Industrial Average ; Metals & Minerals 3,842 2.5 -5.7 
7.500 9,500 Utilities 15,997 0.2 15.8 
‘ Paper & Forest 4,540 EGlOm 15:9 
9,000 Merchandising 5,500 -0.4 18.7 
Financial Services 10,856 -0.9 53S 
5,000 TSE 300 z 
8,500 Golds 4,081 -6.0 -5.8 
Price-Earnings Ratio* 23.7 0.6 -10.4 
8,000 
500 GP YP Re GP oc 
1993 1994 1995 1996 1997 1998 1999 2000 2001 Sof &% FS ¢ S&P 500 1,366 3.5 -2.0 
Bee eh 6 ee ae = Dow Jones 10,887 0.9 -0.5 


“columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends | 2 
The U.S. economy continues to downshift... 


e Advance estimates suggest that U.S. real GDP growth slowed to 1.4% (annual rate) in the fourth 
quarter of 2000, down from 2.2% in the third quarter. This slower pace reflects declines in business 
investment — notably for equipment and software — and residential construction. Growth in consumer 
spending also slowed, with reduced purchases of durable goods. 


¢ U.S. employment rose by 268,000 in January, despite job losses in Manufacturing. Higher 
participation raised the unemployment rate to 4.2% in January, its highest level since September 
1999. Consumer confidence fell to its lowest level in four years in January. 


On a year-over-year basis, U.S. consumer prices were up 3.4% in December, while producer prices 


were up 3.6%. Inflation excluding food and energy prices was 2.6%. 


...and the Federal Reserve cuts interest rates again 


* Only four weeks after its last 50 point cut, the Federal Reserve announced an additional 50 basis 
point reduction in its key federal funds rate on January 31. With Federal Reserve Chairman 
Greenspan suggesting that growth in the economy is near zero, further interest rate cuts are widely 


expected. 
U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR 0 Monthly change in thousands 
cae 500 
400 
300 
200 
| “HAA ! L,I 
; I Litka. tte. | 
| | 2 Rae 
es | ee a. oe Ode neriates (i 
| 1998 1999 2000 2001 | 


| U.S. Consumer Price Inflation 


U.S. Unemployment & Participation Rates 


| % : : % Same 
40 % change, year-over-year 8.0 69 
Unemployment Rate | 
| : 6.0 (L) 68 | 
| 
ay 4.0 ez | 
—Excluding Food & Energy ee hin 
| — Total 
4.0 ae oor 


Participation Rate 
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COMING UP lina’? 
Key Future Data Releases and Planned Events = 


CANADA 
Consumewernice Index — JanGanyy cr. c2- a aetse ess. ded oes. de peommeneds February 15 
Survey-onManufacturing — December sie. 2s. cke cents. ct sate wsnsawae eeeee February 19 
Intemational itade —iDeCceMmpDehin ai ceracca, tee ehesesee see een etre February 21 
Private and Public Investment Intentions — 2001 ............ February 21 
Financial Statistics For Enterprises — 4th Quarter 2000 0.0.0... February 27 
National Economic & Financial Accounts — 4th Quarter 2000 ........... February 28 
Balance of International Payments — 4th Quarter 2000 ........ ee. February 28 
IGDPral TactoMCost — WECSIND STR cestrese c5cc Crs senes at suoyeconndncsresetugaegee: February 28 
Capacity Utilization Rates — 4th Quarter 2000 ........0.. ee March 9 
tapour Force ounvey — PeEDItlalyicrr rete toes. ns. a,-5 o0sss yon psaramnon ane os March 9 
Business’ Conditions’ Survey — Api c tire on seeee oreo nebo conde cusanecweuees May 4 

UNITED STATES 
GONSUIMERE ICE NGSX -— JAMUATY Wee eae csc abs ovate wore ndeed eos cawniwe February 21 
infernational trade = December oo) ose mei 34 eek yas February 21 
GOR SathOuarter 2000; Preliminary sy. fe ieee ee oy oe eee ee a February 28 
Employmentoituation — Februar eile ie snicas<enanqe eect March 9 
Federal Open Market Committee meeting ........0...0..0. 0st eee eceeones March 20 


Note: the February MEI uses data available as of February 9, 2001 
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HIGHLIGHTS 


oe Output growth slows in the fourth 


+ 


quarter of 2000, as the effects of the 
U.S. slowdown spill over into Canada. 


Employment falls in February, but the 
unemployment rate holds steady at 
6.9%. 


To boost slowing demand, the Bank of 
Canada lowers its key interest rate 50 
basis points in March. 


The Canadian dollar falls below US¢65 
in March, edging closer to its all-time 
low set in 1998. 


Higher energy prices boost Canada's 
trade surplus to a record high in 2000. 


Key Monthly Economic Indicators 


Real GDP ($92 B) 796.2 
Goods 258.5 
Services 537.8 

Composite Index 166.3 

Employment (000's) 15,044 
Full-time 12,335 
Part-time 2,709 

Unemployment* (%) 6.9 
Youth* 12.9 
Adult* 5.8 

CPI inflation* 3.0 

Retail Sales ($M) 23,662 


Housing Starts (000's) 156.1 


Trade Balance* ($M) 5,848 


Exports 36,849 
Imports 31,001 
M&E 10,692 


3-mth Corp. paper* (%) 4.87 
Long bond yield* (%) 5.61 
Canadian dollar* (US¢) 64.63 


% Change since 


last 
month 
0.2 
-0.2 
0.4 
-0.4 


-0.2 
-0.0 
-0.7 
6.9 
12.1 
5.8 


3.2 
0.9 
8.6 


4,412 
3.7 
-0.4 
0.0 


§.29 
5.72 
66.72 


last 
year 


3.3 


2,697 
15.7 
6.3 
13.8 


5.31 
5.83 
68.98 


*Data in levels only — % change not reported. 


Dec. 
Dec. 
Dec. 
Jan. 


Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 


Jan. 
Dec. 
Feb. 


Dec. 
Dec. 
Dec. 
Dec. 


Mar. 7 
Mar. 7 
Mar. 9 


The "Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 

consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03. html. 


ise Industry —_ Industrie 


Canada . Canada 


Canada 


i+1 


7 - La - 

leer. 
wT, j yp ue i oo 

‘to dard I : 


> 
y 


0 dee 


nh es rel 


Potente simenan’ illite a = 


_ be —— Sle —_—_—17 = ee : - ty 
sonia anit Ie | STHDLINOI oa 
. F bh hi 7 ; f | . A _ ; i” Ae 


jee fan! y = , 


Lo ve 
"uty: ieee : ye . . ry y 
i es rihwot att nb ewelg dracie ioe a 


LTS ig ta GO ill att To aioe mit 28 OOOS Io sheup, 


ata” fh dois ve a 


tie ic ~ & Oo heer ' Wohl wey ing abens> Qn SVQ Wige: ewotwole BN aan 


a et ae SaaS. | ee ——, er ted yunide ob ales Seeegolearna # 
Se KG 04.6.4!f OMnite : : 
, , 4 wt aa is yYOuste etlod atin IST Ores 


{ry 1? Las 2 3 : ler) “DOSY yr) , Mee 


dt cA Poe ec "iy ; ¥ , 
Ps) é “a A . : . 
ina et bonnet aniwolsteood oF de 
¢ , ‘eT JG SiO) Teaver yaw 2h etowol nen © 
a oe , Tre A x AT} ole : wen rineMi oi etniog alead 
# Mar (weOO) encie Ms - 7 os 


we ae ee, ee O92) woled gist iatieb nelbarind ont ale 


. ne Moan 2inU-ile Zh ol wack pnipbe sisi a 
4 [ . ria, het STioepiy. ; ~ 


ee ; nek fh hie Set ni tee wol 


{ 


: PAP ; ; a 
n ae ‘Ge “ = 7 viet Pend ey f 2“ pode.) (eno resria Yoioid iste + 
: , c2 raw Gey: yivie = wiiwia! , i’ 


i ue, vue . A + 
ii Be 9 TRA if wa we) “olok sania rs WO5, 4 pul v 10991 6 Of SUlGie ste 


yrs Oy jeraute: ht & alee, eee pete" t | 
| a 

2 i/ | 
: 
| | 

i ( fmyrns a (Jute: Cane ary air tO Worn y ees C1) “sintecrbe Afro rio" at? 

A Wwiegel breve Creer vt 7 ru TAutied Ret@une: oi Hoar a bm | ee en. palling neattaieevog miuinave w bety 
jee cre oanty hey ver? ’ eet Io Severna thy JGliewh wel LOGI EES Ledqiood (ll Meera Pw Ireplelencd 


Hi” Pik eye perm nt, CA Ayal) el) ee ie evden ieoen 8 ne 
‘ 


ri 


bieeuted yinbageel 


FU Ay (ee 2222 nae) Ws et 


NONTHLY ECONOMIC INDICATORS 
March 2001 
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This report uses data available as of March 9, 2001. It has been prepared by Eric Chalifoux, Joe Macaluso, Arif Mahmud and 
Karen Smith of the Micro-Economic Analysis Directorate, under the direction of Raynald Létourneau and Shane Williamson. 
Translation has been provided by Lucie Larocque and Sue Hopf is responsible for production support. All information is taken 
from public sources, primarily Statistics Canada, the Bank of Canada and the Canada Mortgage and Housing Corporation 
Please address comments to Shane Williamson at 613-995-8452 or through the Internet at williamson.shane@ic.gc.ca. 
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THE ECONOMY 


National Economic and Financial Accounts -- 4th Quarter, 2000 REEI 


Output growth slows in the fourth 
quarter... 


Real GDP rose 2.6% (annual rate) in the fourth 
quarter of 2000, slowing significantly from the recent 
strong pace of growth. Overall growth for 2000 was 
4.7%, up slightly from 1999. 


Final domestic demand was flat in the fourth quarter. 
Lower investment in M&E and housing was offset by 
increased consumer spending and non-residential 
construction. 


Real exports of goods and services rose 1.0% in the 
fourth quarter, the slowest advance in nearly two 
years. This reflects softening U.S. demand for 
automotive products and paper. 


...but personal income and corporate 
profits continue to rise 


MEI! March 2001 


Growth in personal income was an annualized 6.3% 
in the fourth quarter, nearly twice the rate of the 
previous quarter. Solid gains in labour income, 
investment income, and government transfers all 
contributed to the advance. For the year as a whole, 
incomes were up 6.1%, the biggest increase in ten 
years. 


The personal saving rate edged up to 3.5% in the 
fourth quarter. The household debt-to-income ratio 
fell to 95.1%, down from a near-record 96.2% in the 
previous quarter. 


Corporate profits increased by 10.4% (annual rate) in 
the fourth quarter of 2000, resulting in a gain of 23% 
overall for the year. This is only slightly below the 
24% gain registered in 1999. 


Growth in Real Gross Domestic Product | 
% change, SAAR 
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THE ECONOMY oe 
Real GDP by Industry Enel 


Output rebounds slightly in December... 
¢ After pausing in November, real GDP at factor cost advanced 0.2% in December. The composite 


leading indicator fell for the second month in a row in January, pointing to continued weakness in 
the economy. 


... but the Goods sector remains weak 


Output in the Goods sector decreased 0.2% in December. Continuing weakness in the North 
American auto industry affected production in not only the motor vehicle industry, but related areas 
such as primary metals and rubber products. Manufacturers of telecommunication equipment 


lowered output for the third time in four months, but cold temperatures and strong U.S. demand 
resulted in higher output for utilities. 


* Activity in the Services sector increased 0.4% in December. Higher sales of wheat and natural gas 
led to a strong increase for the Transportation & Storage Industry. Retail Trade excluding autos 


was strong, while computer sales boosted wholesalers and high stock market activity led to 
increased output in the Finance industry. 


Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars) 
5 *mehange December 2000 monthly % Change since last 
Composite Leading $ millions change month year 
Indicator 
1.0 ; Total Economy 796,227 4,500 0.2 a8 
y Business sector 666,045 1,240 0.2 3.6 
0.5 
Goods 258,452 454 -0.2 2.0 
0.0 Agriculture 12,758 49 0.4 -5.0 
Fishing & Trapping 690 24 3.6 -0.3 
ins Logging & Forestry 4,046 -173 aA -14.8 
Mining* 27,494 -17 -0.1 3.0 
y Menutacturing 143,655 -1,003 Oi7/ 27 
"1997 1998 1999 2000 2001 Construction 42,623 134 0.3 0.6 
Aaa <a = pe aera = Other Utilities 27,186 532 2.0 5.6 
Real GDP by major sector Services 537,775 1,954 0.4 4.0 
Sanuary 1996 = 100 Transport & Storage 37,397 570 25 4.8 
Communications 30,620 -61 -0.2 6.6 
127 Wholesale Trade 51,000 308 0.6 Seo 
Fen Retail Trade Silos 456 0.9 DES 
code Finance & Insurance 44,481 346 0.8 5.6 
119 Manufacturing Real Estate & Ins. Agent 83,457 -43 -0.1 DES 
115 — Services Business services 51,487 154 0.3 9.3 
Government services 48,154 183 0.4 339 
Education 41,079 103 Ors 0.8 
Health & Social Services 46,422 -115 -0.2 0.2 
Accommodation & Food 21,617 74 0.3 Sule 
Other 30,208 -21 -0.1 Pe 


1996 1997 1998 1999 2000 


“Includes Quarrying and Crude Petroleum & Natural Gas 


MEI March 2001 


es oem 


taal 9. 


may 


Bs 


t 


AL 


" ppeghdpe Mer hiner 


a ager he 
zeae Deleted jue tara 6 


9 ft te Wm 


ee hnyfen one heawiw 0 casa apaman4G iW eng ebeeaae soles 2 

20tug pniiials aber? eta ji apewic & notehegenaT ort oF deans 

a) bal Wivilag oor nn He Ohe fgt bie ciefaestoriw Holedod estes i rem 
. , “Atha SoBe HF 


a ne i 


branrah 2.0 gratin Ons # 


(egigh Et seoO sete ie ACD tro 


= end weinean 080s val heii 


_ OE - yl _roiliiie # - 


{4 202) oe) iret tds 
a ort A Pag. IO wires aeetavt 
> rib fhs vp Wea aboot 
F fF wey MoPusliga 
a ut ; ~e Gree.) A cio 
it af Abid ieee & nia 
Or vi inwie 
ae cues r ae Me. gate 
 ¢h wor ee Picasa ae a ee weer 
“es A al ah ve ae chin yori aN, “ cs ie toe eae 
i ! 
m9 AW 5, 80M eit. SS anise Nolan yd ee 
ed ore (ee Ve aul! @ Honea rath UU ‘ 5 ? 
a i‘ aE py eee e) . WE : < _ ins 4 
ce eatin a | Rue 
. 8a yada mie Are? Hasan z | eae 
i “4 a a lie ee L ; iy ns ' ¢hond— 
ra ih ee aed Whe ates VN : 
6.5 Ad | TOR ty ely) VIL Or eves 4 5 . 
df} ta) bet ae Sond Che Fomine) ) 
om... i? Ge “ peree tyr) 
= th tae enue iat! Bhan! 
fN _ iat hou? @ vill rts. Li 
rh A mig! fi wind 


amt) bares ¢ ditties eet i Awe! H cNGreRAIE) atten! peel” 


i 
uy 


THE ECONOMY 
Consumer Spending and Attitudes 


Consumer spending slows in the fourth 
quarter... 


Growth in consumer spending slowed to 2.3% 
(annual rate) in the fourth quarter, down from 
average growth of 4.3% since the beginning of 1999. 


While spending on services and non-durable goods 
advanced at a solid pace, purchases of consumer 
durables fell 6.8% (annualized) in the fourth quarter. 
Motor vehicle sales fell back after dealer incentives 
boosted growth in the third quarter. 


...and the outlook for 2001 is uncertain 


Recent income gains have strengthened household 
finances and should support increased spending. In 
particular, personal disposable income rose 9.7% in 
the fourth quarter, significantly faster than spending. 
After adjusting for inflation, personal disposable 
income rose 3.6% overall in 2000. 


Labour market conditions have weakened early in the 
new year. Consumer confidence has also fallen, 
although it remains at a relatively high level. The 
impact of falling stock prices on consumer spending 


is uncertain. 


Real Consumer Spending and Household Finances 


$ Millions, SAAR (unless otherwise noted) 
1999 2000 2000 Q3 2000 Q4 
Real Consumption (92$) 504,763 524,911 528,476 531,548 
% change 3.5 4.0 5.0 23 
Durable Goods 71,859 77,426 79,096 77,712 
% change 8.1 Theis ie -6.8 
Semi-Durable Goods 47,103 49,364 49,984 50,104 
% change 3.0 4.8 9.5 1.0 
Non-Durable Goods 123,344 125,881 126,028 127,140 
% change 21 Dil 1.9 36 
Services 262,457 272,240 273,368 276,592 
% change 3.0 ely 3.6 48 

| 

Disposable Income 590,608 623,720 624,276 638,944 
% change 4.0 5.6 27 97 
Saving Rate (%) Naf 32 PS) 315 
Debt-to-Income Ratio (%) 96 1 95.7 96.2 95.1 
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Total Retail and Motor Vehicle Sales 


246 $ Billions $ Billions 
7 7.0 
23.0 
22.0 Total Sales (Left) 63 
/ ss 
21.0 
§.5 
20.0 
Motor Vehicle Sales 
19.0 i 
(Right) 48 
18.0 v 
17.0 4.0 
1996 1999 


1997 


1998 


2000 


Retail Sales and Consumer Credit 
December 2000 % Change since 

last last 
$ millions month year 


Total Retail Sales (S.A.) 23,662 0.9 Sat 
Food 5322 25 5.6 
Drug Stores eS -0.8 S10) 
Clothing T2703 -0.7 55 
Furniture 1,289 0.1 8.0 
Automotive 9,438 0.4 3.6 
General Merch. Stores 2,688 2.4 8.3 
All other Stores 22502 0.1 5.6 

Total ex. motor vehicles 17,594 1.3 UL 

Consumer Credit 190 0.2 8.3 


(unadjusted) 


Real Consumer Spending and Attitudes 
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THE ECONOMY 


Business Investment in Plant and Equipment REED 
Business investment falls in the fourth Investment in Plant and Equipment___ 
Wirier agg Index (1992Q1=100) Yon 3 

q se ah = Machinery & Equipment (L) 
¢ After posting strong advances earlier in the year, wearin ee Say ay 
business investment in M&E fell 15.0% (annual rate) sy 2 
in the fourth quarter. Most categories of M&E 175 
registered a decline, including the first drop in . ase 
spending on computers in three years. 
135 
* Non-Residential Construction activity increased 4.4% 415 
in the fourth quarter after a slight downturn in the 
previous period. Gains were concentrated in the oF 
engineering component, as improved weather 75 pe: peal shige 
conditions boosted drilling and rigging activity in the iireamtt Lie neers tg i 
oil patch. Stee pL io alk aera ann RRS ae Dh, 


Corporate Profits & Business Confidence 
478 Index, 1991=100 % of GDP 

~- Corporate Profits as % of GDP (R) 

=— Business Confidence* (L) 


...as confidence falls 


* Business confidence has fallen steadily since 
peaking late in 1999. Slower profit growth and the 150 
worsening outlook for the North American economy 


10 
have contributed to this drop. Me 
8 
¢ Still, operating profits rose strongly overall in 2000, Hit 7 i 
and the February survey of investment intentions a? US ee 
points to a modest rise in spending on plant and ~ | i | : | 
equipment in 2001. 7§ 2-0 LU Gu Lica 


1992 1993 1994 1995 1996 1997 1998 1999 2000 


*Conference Board of Canada 


Business Investment and Corporate Finances | 
$ Millions, SAAR (unless otherwise noted) 


1999 2000 2000 Q1 2000 Q2 2000 Q3 2000 Q4 

BUSINESS INVESTMENT 
chance 15.6 18.9 20.1 31.1 11.4 -15.0 
Non-residential Construction (1992$) 40,288 42,208 42,080 42,212 42,044 42,496 
% change 2.0 4.8 10.5 3 =1.6 4.4 
Capacity Utilization (%, Non-farm goods) 83.5 85.5 | 85.4 85.7 85.6 85.4 
Capacity Utilization (Mfg. sector) 84.5 85.8 85.6 85.7 86.1 85.7 


{- 


CORPORATE FINANCES & ATTITUDES 


Corporate Operating Profits 174,317.0 211,219.0 207,200.0 210,112.0 211,476.0 216,088.0 
% change 22.5 Cine 42.1 SE // 2.6 9.0 
Profits - Non-financial industries 123,372.0 147,490.0 141,936.0 145,944.0 149 132.0 152,948.0 
% change 30.0 19.5 21.0 11.8 9.0 10.6 
Profits - Financial industries 50,945.0 63,728.0 | 65,264.0 64,168.0 62,340.0 63,140.0 
% change The) 25.1 | 106.2 -6.6 -10.9 O32 
Business Credit 734,357.4 787,030.4 764,718.0 783,001.7 793,017.3 807,384.7 
% change 58 Wee 6.0 99 5.2 74 
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THE ECONOMY 
Housing 


Activity in the housing sector pauses in 


the fourth quarter... 


Residential Construction activity paused in the fourth 
quarter. The slight decline in output was due mainly 
to a fall in new housing construction, as there was a 
slight gain in renovation activity. 


The housing sector was volatile in 2000, but 
advanced 1.6% overall. 


...but lower mortgage rates may boost 


output in 2001 


Housing market indicators for the first quarter are 
mixed. Housing starts surged to a six-year high in 
January before falling back in February. Building 
permits also surged 22.0% in January, reaching the 
highest monthly level in eleven years. 


Canada Mortgage and Housing Corporation foresees 
increased housing market activity in 2001. While 
slower economic growth is expected to have some 
impact, declining mortgage rates, tax cuts, and the 
delayed effect of strong job creation and income 
growth in recent years should boost construction and 


the resale market. 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
1999 2000 2000 Q3 2000 Q4 
Residential Construction 44,259 44 936 45,052 44,988 
% change 6.6 15 7.8 -0.6 
Construction by Business sector 43,983 44,676 44,788 44,736 
% change 6.6 1.6 CE) -0.5 
New Housing 22,258 22,144 22,036 21,980 
% change TES -0.5 SHIA -1.0 
Alterations & Improvements 14,399 15,207 15,316 15,320 
% change 5.6 5.6 Bf 0.1 
Ownership & Transfer Costs 1259 7,585 7,700 7,688 
% change Lil 4.5 18.8 -0.6 
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‘Housing Activity 


$ Billions 
15 
Residential Construction 
L 
14 tly 
13 
12 


11 


10 
1996 1997 


1998 


1999 


Housing Starts (Right) 


Units (000s) 
20 


2000 


2001 


0 


Vhs) 


Monthly Housing Indicators 


levels 
Residential Construction (1), 13,841 
($92M, factor cost basis) 
Building Permits, $M (2) 1,993 
Sal isti 
ales of Existing Homes (2) 20.987 


(# of units) 


Housing Starts, # of units (3) 156,100 


Newfoundland 800 
Prince Edward Island 200 
Nova Scotia 3,300 
New Brunswick 2,700 
Quebec 26,600 
Ontario 68,000 
Manitoba 1,700 
Saskatchewan 1,300 
Alberta 18,700 
British Columbia 13,700 


Change since 


last 
month 


-0.8% 


22.0% 


2,234 


-14,600 
0 

-300 
-600 
-300 
5,900 
-8,300 
100 
-400 
-5,500 
-5,200 


1 - December data; 2 - January data; 3 - February data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Growth in Real Residential Construction | 


% change, SAAR 
12.6 


-15.1 


last 
year 


-4.0% 


13.2% 
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THE ECONOMY 
Trade and Competitiveness 


Strong export growth in December... 


Exports rose 3.7% in December, led by sharp 
increase in Energy Products, which were boosted 
by higher prices and strong U.S. demand for 
electricity and natural gas. Exports of M&E rose 
to a record level, due to higher shipments of 
telecommunications equipment, electronic 
hardware and aircraft. Lower automotive exports 
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reflect soft U.S. demand for motor vehicles. 


¢ Imports fell 0.4% in December, due mainly 
lower imports of Industrial Goods & Materials. 


...leads to a record trade surplus 


to 


* Ona monthly basis, Canada's merchandise 
trade surplus rose to an all-time high of $5.8 


billion in December. 


* The trade surplus was $54.5 billion for 2000 as a 
whole, also a record high and up nearly $21 


billion compared to 1999. 


Merchandise Trade 


Merchandise Trade Flows and Balance 


$ Billions $ Billions 
35.0 
30.0 US 
Exports (L) 
25.0 
Imports (L) 5.0 
20.0 a |b. 
| Trade Balance (R) 
2.5 
1995 1996 1997 1998 1999 2000 
Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 


120 A declining ratio represents improving Canadian competitiveness 

— Total Economy (L) 
——- Manufacturing (L) 1.1 
____ Exchange Rate (R) 


400 
po a 
0.8 
80 
Te a 
60 0.6 


AD Ae 243) 4 
99 00 
Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics _ 


90 91 92 93 94 95 96 97 98 99 ‘00 


December 2000 Levels ($ millions) Year-to-date ($ millions) Change ($M) % Change 
November December 1999 2000 Nov. to Nov. to Dec. 1999 to 
2000 2000 Jan-Dec. Jan-Dec. Dec. 2000 Dec. 2000 Dec. 2000 

Exports 35,548 36,849 360,609 417,657 

to United States 30,984 31,876 309,395 359,630 892 2) 17.0 
Imports 31,136 31,001 326,818 363,162 -135 -0.4 6.3 

from United States 22,678 22,631 249 324 267,579 47 -0.2 33 
Trade Balance 4,412 5,848 33,791 54,495 1,436 

with United States 8,306 9,245 60,071 92,051 939 
Exports by Commodity | 
Agriculture/Fishing Products 2,321 2,371 25,568 27,575 50 AEP 6.2 
Energy Products 4,549 6,402 29,721 §2,539 1,853 407 123.5 
Forestry Products 3,433 3,230 39,116 41,379 -203 -5.9 -6.7 
Industrial Goods & Materials 5,500 97322 57,431 64,611 -178 -3.2 40 
Machinery & Equipment 8,979 9711 85,984 105,573 732 8.2 28.3 
Automotive Products 8,218 W232 95,493 96,298 -986 -12.0 42°38 
Other Consumer Goods 1,295 1,284 13,469 14,668 -11 -0.8 12.0 
Imports by Commodity 
Agriculture/Fishing Products 1,621 1,572 17,645 18,568 -49 -3.0 Sa 
Energy Products 1,724 1,670 10,709 W753 -54 Sil 346 
Forestry Products 263 261 2,741 3,064 2 -0.8 74 
Industrial Goods & Materials 6,128 §,926 62,132 70,460 -202 -3.3 3.7 
Machinery & Equipment 10,689 10,692 108,168 122,740 3 00 13.8 
Automotive Products 6.111 6,199 75,917 77,406 | 88 14 -6.0 
Other Consumer Goods 3,524 3,522 36,955 40,079 oD) -0.1 ad 
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LABOUR MARKET TRENDS 
Employment and Unemployment 


Employment falls in February... 


After pausing in January, employment fell by 24,000 
in February. This decline, the largest monthly drop 
in four and a half years, suggests that economic 
activity has weakened further in 2001. 


February's job losses were concentrated in 
part-time work, as the number of full-time positions 
was little changed on the month. 


...but the unemployment rate holds 
steady at 6.9% 


Although employment was lower in February, the 
number of job seekers also declined, leaving the 
national unemployment rate unchanged at 6.9%. 


Youth employment fell by 31,000, raising the youth 
unemployment rate 0.8 percentage points to 12.9%. 
The adult rate was unchanged at 5.8% in February. 


Labour Force Trends 


Employment 


0 Monthly change in thousands 


) Wi 


-20 


> 
oO 


nN 
Oo 


So % 
68.0 


67.0 


Unemployment Rate (L) 


10.0 
66.0 

9.0 

8.0 
65.0 


Participation Rate (R) 


6.0 64.0 
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 


Levels Change since % Change since 
(in thousands) 2000 2001 2001 last last year-to- last last 
February January February month year date month year 
Employment 14,822.6 15,067.4 15,043.9 -0.2 ES 
Full-time 12,146.7 12,339.2 12,335.2 -4.0 188.5 228 -0.0 1.6 
Part-time 2,675.9 2,728.3 2,708.8 -19.5 32.9 -0.4 <0) 7/ 1.2 
Youth 15-24 2,258.0 2,345.3 2,314.7 -30.6 56.7 -29.7 -1.3 25 
Adult 25+ 12,564.6 272227 12,729.3 Tia 164.7 7.0 0.1 es 
Self-employed 2, O1Sz5 2,314.9 PLL \I2 72 -2.7 -206.3 -51.6 -0.1 -8.2 
Unemployment 1,082.1 1,113.2 112310 | 9.8 40.9 19.7 0.9 3.8 
Unemployment Rate 6.8 6.9 6.9 0.0 0.1 0.1 
Youth 15-24 13.0 12.1 12.9 0.8 -0.1 0.4 
Adult 25+ 5.6 5.8 5.8 i 0.0 0.2 0.1 [ 
Labour Force 15,904.7 16,180.6 16,166.9 -13.7 262.2 -3.1 | -0.1 1.6 
Participation Rate 65.8 66.1 66.0 | -0.1 0.2 Oh | 
Employment Rate 61.4 61.6 61.4 0.2 0.0 0.360" 
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LABOUR MARKET TRENDS 


Industry Overview 


Job losses are concentrated in 
Manufacturing and Trade... 


¢ The softening labour market is most evident in the 
Goods sector, were employment was down 20,000 in 
February. Employment in Manufacturing fell for the 
second straight month, and job losses continued in 
Agriculture. Construction was a bright spot, posting its 


fourth straight increase in employment. 


« Employment edged down in the Services-producing 
industries in February, with Trade (Wholesale & Retail) 
posting a sizeable loss. This was largely offset by a 
solid increase for Management, Administrative & Other 
Support Services, and continued growth in 


Professional, Scientific & Technical Services. 


...with declines in the private and public 


sectors 


« Paid employment in the private sector was lower in 


February, as was employment in the public sector. 


« The level of self-employment was little changed, 
following the loss of 48,000 jobs in January. 


Employment by major sector 


January 1998 = 100 
110 M 


=Total 
- Goods 


108 
— Services 
106 
104 
102 


100 


98 


1998 1999 2000 2001 


Employment growth by worker category 4 


February 2001 (thousands) 


-23.5 
Total 
-22. 
Private 13.7 
employees 25.3 
Self- 


employed -51.6 


Public 
sector 


@ month-over-month 


ua year-to-date 


industrial Employment Trends 


: Levels Change since % Change since 
(in thousands) 2000 2001. 2001 last last year-to- last last 
February January February month year date month year 
Goods-producing 3,877.3 3,891.9 3,871.9 -20.0 -5.4 -18.5 -0.5 -0.1 
Agriculture 398.3 345.7 334.8 -10.9 -63.5 -12.7 -3.2 -15.9 
Natural Resources* 27913 282.9 284.4 UES nil 6.6 0.5 18 
Utilities 116.8 122.4 122.5 0.1 Syl 4.8 0.1 49 
Construction 820.1 821.6 833.3 Whe 13.2 14.5 14 1.6 
Manufacturing 2,262.8 ZSi93 2,297.1 -22.2 34.3 -31.6 -1.0 15 
Services-producing 10,945.3 11,175.6 Nile 7220 -3.6 226.7 4.2 r -0.0 723 
Trade 2,291.7 2,375.0 2,346.1 -28.9 54.4 -8.6 -1.2 2.4 
Transportation 781.6 788.1 782.5 -5.6 0.9 -5.4 -0.7 0.1 
AIRE 861.2 869.6 879.7 10.1 18.5 -2.3 1.2 P| 
Professional/Scientific 910.8 994.1 1,006.5 12.4 95.7 17.8 1.2 LOLS 
Management/Administrative 518.3 530.8 557.0 26.2 38.7 EDD 49 75 
Educational Services 993.6 959.9 965.8 5.9 -27.8 13.6 0.6 -2.8 
Health Care/Social Assistance 1,521.6 1,544.4 1.53503 -9.1 1357 11.4 -0.6 0.9 
Information/Culture/Recreation 636.9 700.0 689.4 -10.6 S285 -11.3 -1.5 8.2 
Accommodation & Food 965.8 968.0 975.3 433 8) 95 0.8 1.0 
Other Services 699.2 685.8 680.1 -5.7 -19.1 -18.4 -0.8 SD 
Public Administration 764.6 760.0 5425 -5.5 -10.1 -8.0 -0.7 -1.3 


“Natural Resources: Forestry, Fishing, Mining, Oil & Gas, Transportation includes warehousing, FIRE: Finance, Insurance, Real Estate & Leasing 
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LABOUR MARKET TRENDS 
Provincial Overview 


Ontario, New Brunswick and 
Saskatchewan register job losses... 


¢ Losses in Manufacturing and Trade lowered Ontario 
employment by 38,000 in February, the biggest monthly 
drop since the early 1990s. 


¢ Job losses totalled 8,000 in New Brunswick, raising its 
unemployment rate from 10.0% to 11.6%. This follows 
seven months of steady gains. 


* Saskatchewan also registered job losses in February, 
leading to a slight 0.1 point increase in its 
unemployment rate. 


...but gains are led by Quebec, British 
Columbia and Nova Scotia 


* In Quebec, employment was up by 11,000 in February, 
buoyed by gains in Professional, Scientific & Technical 
Services. Quebec's unemployment rate dipped 0.2 
points to 8.4%. 


* Employment increased by 7,000 in British Columbia, 
with gains concentrated in Accommodation & Food 
Services. Its unemployment rate edged down 0.1 
points to 7.3%. 


* Services were the key to job gains in Nova Scotia in 
February, with the unemployment rate falling 1.0 
percentage points to 8.8%. 


Provincial Employment and Unemployment Trends 


Employment (thousands) 


Levels Change since Change since Levels 
2001 last month last year last 
February (000's) % (9500's) % month 


Canada 15,043.9 -23.5 -0.2 221.3 
Newfoundland 206.4. -0.2 -0.1 2.6 
Pel 66.0 0.9 1.4 Ue) 
Nova Scotia 422.8 6.4 15 55 
New Brunswick 333.4 -7.8 -2.3 2.4 
Quebec 3,468.0 10.7 0.3 36.4 
Ontario 5,938.7 -37.7 -0.6 EVES} 
Manitoba 557.4 ={2 -0.2 71 
Saskatchewan 477.2 6.2 -1.3 (DS 
Alberta 1,624.6 47 0.3 SOM, 
Bic: 1,949.4 6.9 0.4 157, 
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Regional employment patterns 


January 1998 = 100 
110 u 


— Atlantic 
— Prairies 
=B.C. 


107 


104 


101 


1999 


2000 


2001 


98 | 
1998 1999 2000 
January 1998 = 100 1 
vee — Quebec 
407 == Ontario 
104 
101 
98 
1998 


135 6.9 0.0 
es 16.4 0.1 
2.0 Uae 0.0 
Le 8.8 -1.0 
0.7 11.6 1.6 
itl 8.4 -0.2 
2.4 6.1 0.4 
1.3 4.5 -0.1 
-2.6 Sy 0.1 
2.5 46 -0.4 
0.1 (Le -0.1 


Unemployment Rates -- February 2001 
% 
16.4 


Unemployment rate (%) 


Change since 


last 
year 
0.1 
-1.3 
0.2 
-0.9 
1.8 
0.0 
0.4 
-0.8 
1.0 
-0.3 
0.3 


11 


ala 


ci y 


~ 


ee 


vi wierd nb OUT vd au aaa or 
TUS Ae | leairvise T & alinelns imnetiashin a ae 
agg NET > BAIR SAINTS - 3.0 peqeity ater peti aeasic: hands 


’ 
De 


cag 
r i 
a cleo) Meshal Mh OOO: ed cea ta 


fat | & Soitebernien: ao rk beisuneanoa 4 


(J eweb beaghe ols be aah a yr hey ee 
: " Ne 


mare 


oy 9a = 
ea pot 
wea ‘a set Ls : ively fu einen dow on yew art maw pape? « 
: ei x f ai Of me tial ones BAe 08 ot plliw \nounded 
ites 4 ; yp ees oe 
> + My ji 
\ les 
| } Tact Wee de ‘ 
! Nh ee ee 
<7 tanita OES shnarT Mbmyelgingats bas lusmyolans ta vars 
(W) ale inoniyoigment' | (Pai bare) p85 : i : 
mise GaN |. motel wre eortn WEN AD |”) aloven | aes: 


ie roel . . wcar APA iin Sey, Jat: a LY 
a rae ; eam oe 7 ie Py tO) wv pa'Ohn) 4 


= — esos oo pity ape af RETA tee cnet toed ——— are 
iy DN ‘Pe ¢iiae ue 9.18. REPO SI 
- 'f a | / ss wt ti Sy » Bue 
i ve ALES ae a) ee © ne * ‘Obe 
oD. a co oe ro A’ F ae ’ ; ‘A, “ . 
i Ht 2° t oo) e- | OS Se hy ’ 
5 4 N r a) | 
wo ¢ ioy. sa Lg & ru i Lats ated 
60 bf =e ® .. ey 
aa va aa . ; 7. ae co SMeeay 
a ees 
ae A - | if iii g \ re ‘5 Ww , Belt 
; ii wv is a Bo a be | 
: ne 4; ‘ a 
‘ j i 7 Fj 
=i 
F ‘ \ 
a a —— 
uJ : Rn 


PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Headline inflation falls in January... 


¢ The annual rate of CPI inflation fell to 3.0% in 
January. Higher energy prices accounted for close to 
one-third of the year-over-year rise in prices, but 
costs were also higher for mortgage interest, meat, 
food purchased from restaurants, and traveller 
accommodation. 


* Lower prices for motor vehicles, computer equipment 
& supplies and child care put downward pressure on 
measured inflation. Rebates to offset higher natural 
gas prices contributed to lower inflation in Alberta. 


...but the "core" rate rises to the 
mid-point of the official target range 


¢ The "core" rate of inflation, which excludes energy, 
food and indirect taxes, edged up to 2.0% in 
January. This is the mid-point of the 1%-3% target 
range set jointly by the Bank of Canada and the 
Department of Finance. 


* Commodity prices were up 2.4% in February 
compared to a year ago. Prices for Energy 
commodities surged 24.8%, while non-energy 
commodity prices decreased 9.0%. 


Consumer Price Index 
; % change, year-over-year 


—All items 
— Excluding Food, Energy and Indirect Taxes 


3.0 
Official Target Range: 1%-3% 


0.0 


-1.0 


1993 1994 1995 1996 1997 1998 1999 2000 2001 
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_Commodit Prices ($U.S. basis 


Index, 1982-90=100 
140.0 - 


Excluding energy 
120.0 


100.0 - 


80.0 


Energy 


60.0 


40.0 : : : 
1995 1996 1997 1998 1999 2000 2001 


Consumer Prices 


January 2001 % Change since 


Index last last 
(1992=100) month year 
All items CPI 114.7 -0.3 3.0 
Food 114.7 0.2 55) 
Shelter 111.0 -0.6 40 
Household operations 110: 0.0 Uae 
Clothing & Footwear 104.8 -0.4 0.5 
Transportation ome2 -0.9 3.1 
Health & Personal Care diss 0.3 1.9 
Recreation, Educ. & Reading 121.4 -0.5 2.4 
Alcohol & Tobacco 99.2 0.2 ont 
Excl. Food/Energy/indirect Taxes 114.2 -0.2 2.0 
Energy 130.9 -2.7 10.4 
Commodity Prices (February) 
Index, 1982-90=100 114.0 -1.5 2.4 
Excluding Energy 103.2 -0.5 -9.0 
Energy 134.2 -2.8 24.8 


Provincial CPI Inflation -- January 2001. 
%o 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


The Bank of Canada lowers short term interest rates... 
* The Bank of Canada lowered its trend-setting Bank Rate by 50 basis points to 5.25% on March 6. 


This action was taken to provide a boost to the slowing economy, and follows a 25-point cut on 
January 23. 


In anticipation of the Bank's move, market-determined short-term rates fell throughout February and 


early March. This includes across-the-board cuts in mortgage rates, and a drop in the chartered 
banks' Prime Lending rate. 


...but long-term yields rise 


Long-term bond yields rose through much of February, but fell back late in the month as stock market 
turmoil prompted investors to switch to the relative safety of bonds. The long rate was 5.61% on 
March 7, down 11 basis points compared to the end of January. 


The decline in long-term bond yields has been more pronounced in the U.S. Canadian yields had 


been below comparable U.S. rates for much of 1999 and 2000, but were 29 basis points above U.S. 
rates on March 7. 


Key Money Market Rates 


Short-term Interest Rates | (end of 90-day spread | Long spread 
Bes 90-day Corporate Paper 6.00 Canada (daily) period) es coe oan een 
: 1998 B02 <ir6.00 teh 23 nO 14 
. 5.75 | 1999 S27, 049 bens “22 
6 United States ’ i 
5.50 Sept 2000 5:83 -0.72 SGT O23 
4 Oct 5.85 -0.75 5.61 -0.14 
nee steele 5.25 / Now 589 60.68) | 5161 ~-0415 
a2 Dec 571, woeo| + $6.56 lott 
Oa icine ae EEFEFEE ee 5.00 
Spread } = Jan 2001 5.29 -0.03 OZ 0.18 
ced per | Feb 505 0.11; 566 032 
Diss54 sine Mbsoay— i998 Y4gee%e 20008 2001 eee es oe March 7 4.87 = -0.14 5.61 0.29 


= a = = J 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 

(end of Prime 

| period) Bank Lending Mortgage Rate 
Rate Rate 1year Syear 


6 Nan ; 1998 625 "675 620 660 


United States 


10 


1999 5.00 6.50 HE) 8.25 

ye 
| Sept 2000 6.00 7.50 7.90 8.25 
4 ie 5.50 Oct G00) 3750. 7.90. 48.25 

ys 

ain . | Nov 6.00! 850. “%90 | ):8.25 

0 peer SP SCPE PCL EG ELE bi 5-7-2) ae meer aes Eth, Se OE ore i 
Sores Dec G00" 350) \ZEZO. 1 17,95 
; Jan 2001 5.75 (O25) 7.40 Wed 
; 1995 1996 1997 1998 1999 2000 2001 a a ae > “adie : Feb B.D 7.25 7.20 IES 


March 7 3:25 OAS) 7.05 7.50 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The dollar falls below US¢65... 


Like most major international currencies, the Canadian dollar lost ground against its U.S. 
counterpart in February, as growing concern over global economic conditions and stock 
market turmoil prompted a flight to “safe haven" U.S. dollar assets. Indications that 


domestic short-term interest rates were poised to once again drop below U.S. rates was 
also a factor behind the dollar's weakness. 


* The dollar closed at US¢64.63 on March 9, edging toward the all-time low of US¢63.10 set 
during the Asian financial crisis in 1998. 


..and the TSE 300 ends February lower 


Growing concern about the economy's performance and profit warnings in the high-tech 
sector dragged down stock prices in February. The TSE300 index closed the month down 
13.3%, but subsequently regained some its value at the beginning of March. Compared to 
the same period last year, the TSE300 has lost 11.5% of its value. 


* The U.S. S&P 500 and Dow Jones indexes also posted losses in February. 


os . ary | ian D 
Canadian dollar : The Canadian Dollar 
(close) $US index DM yen 
US/$C 4992=100 i 
0.85 SUSI$ 98 0.69 Canada (daily) vs. vs. C6 vs. vs 


$Cdn _(92=100)_- $Cdn_ ~— $Cdn 


versus US dollar (L) 


0.80 —versus C6 index (R) 0.68 1998 0.6522 78.71 1.082 (haps) 
1999 0.6929 8267 1.313 6966 
0.75 a 
| Sept 2000 0.6651 83.16 1.513 71.88 
ao S6h i Boe 0.6568 81.87 1.517 71.70 
Nov 0.6510 80.34 1.485 70.75 
ee ‘Bre | Dec 0.6669 81.19 1.433 73.64 
Jan 2001), 016672 282415. 1.387 77.67 
ae i ae oe 8 & eieitee 0.6510 81.26 1.396 76.36 
"1993 1994 1995 1996 1997 1998 1999 2000 2001 g® PO OP OK 
ae = We : etc : eo ae March 9 0.6463 
Rieck Market Indices Key Stock Market Indexes 
rr =i 1p ee ee % change from 
12,500 40000 oe a February _ last last 
: | Close month year 
Aon eg el | TSE 300 8079 -13.3 -11.5 
Dow Jones 9,000 Oil & Gas 8,558 UP ys 7/ 
Industrial Average Metals & Minerals 4,099 6.7 17.4 
at 8,500 Utilities 14,874 -7.0 0.1 
! Paper & Forest 4,534 -0.1 -12.1 
8,000 | Merchandising 5,676 Sez 25.6 
} Financial Services 10,469 -3.6 48.5 
ie a 7,500 | Golds 4,360 6.8 3.2 
Price-Earnings Ratio* 20.5 -3.2 -11.8 
7,000 
2,500 NR ee SVs 
1993 1994 1995 1996 1997 1998 1999 2000 2001 oe yr yr «< ae | S&P 500 1,240 -9.2 -9 3 
Dow Jones 10,495 -3.6 3.6 


“columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy cools in the fourth quarter... 
¢ Preliminary estimates indicate that growth in U.S. real GDP slowed to 1.1% (annual rate) in the fourth 
quarter of 2000, the weakest rise since 1995. Consumer confidence fell to its lowest level in almost 
five years in February, but remains well above recession levels. 


U.S. employment increased modestly in February (+135,000), led by a gain of 95,000 in the Services 
industry. Lower employment in Manufacturing again held back overall employment growth. The 
unemployment rate was unchanged at 4.2% in February. 


The U.S. trade deficit increased to $33.1 billion in December, bringing the total for 2000 to a record 
$370 billion, up from $265 billion in 1999. 


...but inflation rises to 3.7% 


On a year-over-year basis, U.S. consumer prices were up 3.7% in January, while inflation excluding 


food and energy prices was 2.6%. Producer prices were up 4.8%, the highest year-over-year 
increase in ten years. 


Productivity in the non-farm business sector rose 2.2% (annual rate) in the fourth quarter of the year, 
and unit labor costs rose 4.3% in the fourth quarter. 


U.S. Real GDP Growth iS. Non-farm Payrolls 


%% change, SAAR 5 Monthly change in thousands 
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COMING UP 


Key Future Data Releases and Planned Events 


CANADA 
Mternavonall (ade — JANUANy wy sew pace atte ce lace scgersietecees ree ee March 20 
CONSUME! iiCe:ndex — FeDiUaiy eects carats Gy ure clee March 21 
Survey On iManulactuning — JalMU aly mae. ci tet. ae cane March 23 
SDP abtactor cost — January on: iaacti sy cee mereere see ne ane ee eee March 30 
Lanourrorcessurvey — Marchi ic. iikcsccse cee ceri ok cree eee ete April 6 
Business Conditions Survey — Aprilg ecu et ae ee May 4 
National Economic & Financial Accounts — 1st Quarter 2001 ............ May 31 
Balance of International Payments — 1st Quarter 2001 ........... ee. May 31 
Financial Statistics For Enterprises — 1st Quarter 2001 ........00.. June 7 
Gapacity Utilization Rates —Ast'OQuarter 2001 2. i.sc.c...-ccueageaceaae sees: June 11 
Private and Public Investment Intentions — 2001 (revised) ................. July 18 

UNITED STATES 
Intemational Trade — January 2:0 2cdoucaececee ee ere te March 20 
Federal Open Market Committee meeting .........0...... 22... -ccececeseeneeeene ts March 20 
Consumer Price Index =~ February 2. 2... eee eee eee ee March 21 
GOP ath Ouarner 2000) Final ce ee eee March 29 
Employment Situation — Marchi ie ye.coe. co, reer ee mere ne ee te April 6 


Note: the March MEI uses data available as of March 9, 2001 


MEI March 2001 
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Key Monthly Economic Indicators 


HIGHLIGHTS % Change since 
last last 
: month year 
ds Output rises 0.3% in January, but the Real GDP ($92 B) 7998 03 32 Jan. 
Manufacturing sector remains weak. wocds obo OCD Jan. 
Services 941.5 0.5 4.3 Jan. 
f Composite Index 167.1 0.1 5.5 Feb. 
ue Employment rebounds in March after 
posting a loss in February. Employment (000's) 15,074 0.2 1.6 March 
Full-time 12,350 0.1 1.5 March 
' ; Part-time 2,723 0.5 1.8 March 
The Canadian dollar continues to fall, Unemployment* (%) 7.0 6.9 6.8 March 
hit by a global flight to the U.S. dollar. Youu 28 128 130 March 
Adult* 5.9 5.8 5.6 March 
is Although exports were also down, a CPI inflation* 2.9 30 27 feb. 
sharp fall in imports leads to a record petal oles (SM) 2aree 8 8 van 


: ; Housing Starts (000's) 153. -1.5 -5.5 March 
high trade surplus in January. 2 ? 


Trade Balance* ($M) 6,577 5,848 4,300 Jan. 


a The Federal Reserve lowers rates an ae 36.690 04 10.3 Jan. 
are i P D th Imports 30,113 -2.9 4.0 Jan. 
additional 50 basis points to boost the M&E 10493 19 94 Jan. 


slowing U.S. economy. 
3-mth Corp. paper* (%) 4.72 5.05 5.46 Apr. 4 
Long bond yield* (%) 5.80 5.66 5.84 Apr. 4 
Canadian dollar* (US¢) 63.92 65.10 68.99 Apr.6 


*Data in levels only — % change not reported. 


HON 6 200t 


The “Monthly Economic Indicators" (MEI) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 
Real GDP by Industry 


Output rises in January... 


-¢ Real GDP at factor cost increased 0.3% in January, following a similar advance in December. 


Statistics Canada's composite leading indicator rose in February, after two Conse culve monthly 
declines. 


... but Manufacturing remains weak 


¢ Output in the Goods sector was flat in January. Ongoing weakness in the automotive and electronic 
products industries lowered production in Manufacturing, while more seasonable weather reduced 
utilities’ output from December's peak. However, gains in industrial plant construction and 
home-building boosted Construction activity, and output in Logging & Forestry advanced 4.7% after 
five consecutive monthly declines. The Mining sector advanced with a rebound in drilling and 
rigging activity and continued growth in crude petroleum and natural gas extraction. 


* Services output increased by 0.5% in January. Surging computer sales pushed Wholesaling higher 
for the second straight month, while broad-based advances in motor vehicle and department store 
sales buoyed Retail Trade. The Insurance & Real Estate industry benefited from a surge in home 


resales. 
Real GDP at Factor Cost Real GDP at Factor Cost (1992 dollars) 
5 UO January 2001 monthly % Change since last 
Composite Leading $ millions change month year 
Indicator 
Total Economy 799,790 2,582 : 0.3 3.2 
Business sector 669,429 2,425 0.4 3.4 
Goods 258,292 7 | 00 1.0 
Agriculture 12,809 38. ti‘éSS -22 
Fishing & Trapping 655 -35 -5.1 -12.2 
Logging & Forestry 4,296 194 = 4 56 
Mining* 28,033 421 =i 4.2 
Pre a he aioe, (oO AO ee Manufacturing 143,140 141 04 1.0 
"4997 1998 1999 2000 2001 Construction 43,176 436 _~—sis10 1.8 
Other Utilities 26,183 006 33 -0.9 
Real GDP by major sector Services 541,498 2575 0.5 4.3 
denuacsisoe= 400 Transport & Storage 37,383 17 0.0 3.9 
Communications 31 255 254 0.8 9.4 
127 ee Wholesale Trade 52,602 871—s—“i‘éiéay? 6.6 
15% AN Retail Trade 52,426 596 Ad 4.9 
= Goods Jw Finance & Insurance 44,317 40. 01 35 
Me —Manufacturing sf Real Estate & Ins. Agent 84,046 501. 06 29 
115 — Services as Business services 51.522 46 0.1 8.2 
Government services 48,294 117 0.2 4.3 
ms Education 41,151 6 1.2 
107 Health & Social Services 46,472 oS 0.2 
ii Accommodation & Food 21,883 162. O07 8.4 
Other 30,147 69 £=02 1.6 
99 Listy See kodgeheeis kaphan Rind We rth akeal sl RAM Le Ls bial Ane iad ccka gabon | REP arpa es Pot ond Ba fy » BYE rere esr se fe | 
1996 1997 1998 1999 2000 2001 *Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 
Consumer Spending and Attitudes 


Consumer spending slows in the fourth 
quarter of 2000... 


..but shows some signs of strength early 


Growth in consumer spending slowed to 2.3% 


(annual rate) in the fourth quarter, down from 


average growth of 4.3% since the beginning of 1999. 


While spending on services and non-durable goods 
advanced at a solid pace, purchases of consumer 
durables fell 6.8% (annualized) in the fourth quarter. 
Motor vehicle sales fell back after dealer incentives 
boosted growth in the third quarter. 


in the new year 


Real Consumer Spending and Household Finances 
$ Millions, SAAR (unless otherwise noted) 
: 1999 2000 2000 Q3 2000 Q4 


Recent income gains have strengthened household 
finances and should support increased spending. In 
particular, personal disposable income rose 9.7% in 
the fourth quarter, significantly faster than spending. 
Retail sales were up for the third straight month in 
January, with widespread gains led by higher sales of 
furniture and clothing. 


Activity may weaken in February, however, given a 


drop in housing starts, lower motor vehicle sales and 
employment losses. 


Total Retail and Motor Vehicle Sales 
$ Billions $ Billions 
24.0 : 7.0 
23.0 
22.0 Total Sales (Left) 63 
21.0 
5.5 

20.0 a = 

Motor Vehicle Sales 
19.0 i 

(Right) 48 
18.0 
BD Ak 0 a ee ae er OO 

1996 1997 1998 1999 2000 2001 


Retail Sales and Consumer Credit 


January 2001 % Change since 
last last 

$ millions month year 

Total Retail Sales (S.A.) 23,754 0.6 5.4 
Food 5133 -2.9 5.5 
Drug Stores 1,168 19 4.2 
Clothing 1,326 4.0 12 
Furniture 4380 61 128 
Automotive 9,491 0.6 4.5 
General Merch. Stores 2,708 1.6 4.3 
All other Stores 2,548 17 5:3 
Total ex. motor vehicles 17,526 0.0 6.9 
Consumer Credit 195 0.4 9.8 


(unadjusted) 


Real Consumption (92$) 504,763 524,911 528,476 531,548 
% change 3.5 4.0 5.0 23 
Durable Goods 71,859 77,426 79,096 TETA2 
% change 8.1 77. 12.2 -6.8 
Semi-Durable Goods 47,103 49,364 49,984 50,104 
% change 3.0 48 9.5 1.0 
Non-Durable Goods 123,344 125,881 126,028 127,140 
% change 24 24 1.9. 3.6 
Services 262,457 272,240 273,368 276,592 
% change 30 B87 3.6 4.8 


Disposable Income 590,608 623,720 624,276 638,944 
% change 4.0 5.6 27, 9.7 
Saving Rate (%) 3.7 3.2 23 35 

Debt-to-lncome Ratio (%) 96.1 95.7 96.2 95.1 


Real Consumer Spending and Attitudes 


150 


140 


130 


120 


110 


100 


90 


Index (1895Q1=100) 


EXTotal Spending (L) 
— Durable Goods (L) 
i Consumer Attitudes* (R) 
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THE ECONOMY 
Business Investment in Plant and Equipment 


Business investment falls in the fourth 
quarter... 


¢ After posting strong advances earlier in the year, 
business investment in M&E fell 15.0% (annual rate) 
_in the fourth quarter. Most categories of M&E 
registered a decline, including the first drop in 
spending on computers in three years. 


¢ Non-Residential Construction activity increased 4.4% 
in the fourth quarter after a slight downturn in the 
previous period. Gains were concentrated in the 
engineering component, as improved weather 
conditions boosted drilling and rigging activity in the 
oil patch. 


...with mixed results in the first quarter 


e Business confidence has fallen steadily since 
peaking late in 1999. Still, operating profits rose 
strongly overall in 2000. 


¢« Available data early in the new year are mixed. 
Imports of M&E fell 1.9% in January. However, 
Non-Residential Construction increased for the third 
straight month, and building permits were up 26% in 
January and February compared to a year ago. 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


Investment in Plant and Equipment 
Index (1992Q1=100) % 
235 se 100 
= Machinery & Equipment (L) 
215 ~-=Noii-Residential Construction (L) 
195 Capacity Utilization (R) 90 
175 
155 80 
135 
115 70 
95 
DO })) 
1992 1993 1994 1995 1996 1997 1998 1999 2000 


Corporate Profits & Business Confidence 
Index, 1991=100 % of GDP 


eaCorporate Profits as % of GDP (R) 
== Business Confidence* (L) 


75 mill JUL IWUUULLULL 


1992 1993 1994 1995 1996 1997 1998 1999 2000 


150 


125 


*Conference Board of Canada 


1999 2000 2000 Q1 2000 Q2 2000 Q3 2000 Q4 
BUSINESS INVESTMENT 

Machinery & Equipment (1992$) 15,997 89,846 ~ 85,060 91,024 93,512 89,788 
% change 15.6 18.9 20.1 31.1 11.4 -15.0 
Non-residential Construction (1992$) 40,288 42,208 42,080 42,212 42,044 42,496 
% change 2.0 4.8 10.5 13 “16 44 
Capacity Utilization (%, Non-farm goods) 83.5 85.5 85.4 85.7 85.6 85.4 
Capacity Utilization (Mfg. sector) 84.5 85.8 85.6 85.7 86.1 85.7 

CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 174,317.0 211,219.0 207,200.0 210,112.0 211,476.0 ~- 216,088.0 
% change 22.5 21,2 42.1 0.7 2.6 9.0 
Profits - Non-financial industries 123,372.0 147,490.0 141,936.0 145,944.0 149,132.0 152,948.0 
% change 30.0 19.5 21.0 11.8 9.0 10.6 
Profits - Financial industries 50,945.0 63,728.0 65,264.0 64,168.0 62,340.0 63,140.0 
% change 75 25.1 106.2 -6.6 -10.9 6.2 
_ Business Credit 734,357.4 787 030.4 764,718.0 783,001.7 793,017.3 807 ,384.7 
% change 5.8 7.2 6.0 9.9 5.2 7.4 


as 
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THE ECONOMY 
Housing 


Holsing Activity’ == iy) eee 
Activity in the housing sector pauses in ie rere | Melts Ora ae 
the fourth quarter... Residential Construction 


440: eal 175 
M 
¢ Residential Construction activity paused in the fourth 13 150 
quarter. The slight decline_in output was due mainly ~ 405 | 
to a fall in new housing construction, as there was a us Agee bone 
; oo : — : ousing Starts (Right) 
slight gain in renovation activity. ee om 100 


¢« The housing sector was volatile in 2000, but Hye | oa .4cos 1a0c Munchen 
advanced 1.6% overall. Te cote ee es ome 


Monthly Housing Indicators 


...but should strengthen in the first Change since 
levels last last 
quarter month year 
¢ Housing starts fell for the second consecutive month Residential Construction (1) 14,102 1.3% = -1.1% 
: : : ($92M, factor cost basis) 
in March, but starts were still up nearly 4% overall in 
the first quarter due to a surge in January. Building Permits, $M (2) 1,953 -0.9% 16.7% 
Residential Construction rose 1.3% in January, and 


: : — : : Sales of Existing Homes (2) 
residential building permits were up 14% in January (# of units) 20,854 = -150 


and February compared to a vod oe Housing Starts, # of units (3) 153,800 -2,300 -9,000 


: : Newfoundland 400 -400 -600 

° Canada Mortgage and Housing Corporation foresees bance Edward iciand 400 500 800 
increased housing market activity in 2001. While Kova Scots 4,200 -2,100 -3,300 
slower economic growth is expected to have some New Brunswick 4,800  -900 _-300 
impact on demand, declining mortgage rates, tax Quebec 21,700 -4,900 1,300 
cuts, and the delayed effect of strong job creation Ontano 73,100 5,100 -2,700 
and income growth in recent years should boost Manitoba 1,600 _-100 0 
construction and the resale market. Saskatchewan 1,600 300 — -400 
Alberta 20,700 2,000 300 

British Columbia 12,200 -1,500 1,400 


1 - January data; 2 - February data; 3 - March data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Real Investment in Residential Structures Growth in Real Residential Construction 
$92 Millions, SAAR (unless otherwise noted) - % change, SAAR 
1999 2000 ine 12.4 
Residential Construction 44,259 44 936 45,052 44,988 
% change 6.6 1.5 7.8 -0.6 
Construction by Business sector 43,983 44,676 44,788 44,736 
% change 6.6 1.6 7.9 -0.5 
New Housing 22,258 22,144 22,036 21,980 
% change 7.9 -0.5 57 -1.0 
Alterations & Improvements 14,399 15,207 19,316 19,320 
% change 56 5.6 5.7 0.1 
Ownership & Transfer Costs 7,259 7,585 7,700 7,688 “15.1 
% change 11 4.5 18.8 -0.6 —————— SSS SSS SS 
95 96 97 98 99 ‘00 i SE a gs ned 
| | 00 | 
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THE ECONOMY 
Trade and Competitiveness EE 


A sharp drop in imports... Merchandise Trade Flows and Balance 
$ Billions $ Billions 
¢ Imports dropped 2.9% in January, due to a sharp Bes x 
drop in the imports of Automotive Products as 
production continues to be cut back. Imports of Aan ze 


_ M&E particularly communications equipment were 
also OWN on the month. 


Exports (L) 
25.0 


° Exports also fell in January, albeit at a slower | | 
pace (-0.4%) than imports. Exports of M&E fell ae) ‘i 


Imports (L) 5.0 
i tL 
sharply due to lower shipments of eb actor ye 25 
telecommunications equipment and aircraft. 15.0 
Exports of Energy Products were down from a | Hl 
record-setting advance in December, mainly 10.0 0.0 


. A eG 1995 1996 1997 1998 1999 2000 2001 
owing to lower prices for electricity. These = -— ES 
declines offset gains in the export of Automotive 


Products and Industrial Goods & Materials. Canada-U.S. Unit Labour Cost Ratios 
ULC Ratios (1992=100) $US per $C 
a0 A declining ratio represents improving Canadian competitiveness 
...booSts the trade surplus to a record — Total Economy (L) 


~~ Manufacturing (L) 1.1 
J Exchange Rate (R) 


high 


100 
TN eae 

e With imports falling faster than exports, Canada's se 
merchandise trade surplus rose to a record high 80 ; 

$6.6 billion in January. Tiee 
: (loan Ofenon,, 

90 91 92 93 94 95 96 97 98 99 00 4123 4 

|99|  - 00 | 


Source: Industry Canada compilations based on data from Statistics 
Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


January 2001 Levels ($ millions) Year-to-date ($ millions) | Change ($M) % Change 
December January 1999 2000 Dec. 2000 to Dec. 2000to Jan 2000 to 
2000 2001 Jan-Dec. Jan-Dec. Jan. 2001 Jan. 2001 Jan 2001 
Exports 36,849 36,690 360,609 417,657 -159 0.4 10.3 
to United States 31,876 31,886 309,395 359,630 10 0.0 11.4 
Imports 31,001 30,113 326,818 363,162 888 “2.9 4.0 
from United States 22,631 21,815 249,324 267,579 816 -3.6 0.8 
Trade Balance 5,848 6,577 33,791 54,495 729 
with United States 9,245 10,071 60,071 92,051 826 
Exports by Commodity 
Agriculture/Fishing Products 2,371 2,396 25,568 21,019 25 141 9.6 
Energy Products 6,402 6,088 29,721 52,539 314 -4.9 90.3 
Forestry Products 3,230 3,341 39,116 41,379 111 3.4 6.5 
Industrial Goods & Materials 5,322 5,594 57,431 64,611 272 51 9.4 
Machinery & Equipment 9,711 9,257 85,984 109,973. 454 47 17.0 
Automotive Products 7,232 7,453 95,493 96,298 221 3.1 -16.5 
Other Consumer Goods 1,284 1298 13,469 14,668 13 1.0 11.6 
Imports by Commodity 
Agriculture/Fishing Products 1,572 1,641 17,645 18,568 69 4.4 8.0 
Energy Products 1,670 1,672 10,709 17,793 2 0.1 39.8 
Forestry Products 261 258 2,741 3,064 3 -1.1 4.0 
Industrial Goods & Materials 5,926 5,956 62,132 70,460 30 0.5 tA 
Machinery & Equipment 10,692 10,493 108,168 122,740 -199 1.9 9.1 
Automotive Products 6,199 5,514 75,917 77,406 685 -11.1 -15.7 


Other Consumer Goods 3,522 3,497 36,955 40,079 -25 -0.7 9.2 
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LABOUR MARKET TRENDS pride 
Employment and Unemployment 


Employment 
Employment rebounds in March... So ice ne seoe® 


e After registering little change in January and a loss 60 
of 24,000 jobs in PeMey. employmien! rose by 


| 30, 000 in March. _ — - ee! | eam wb hate 
ie These iob gains were split evenly between full time : : oie) 
and part-time work. : | lI | 
0 i E = | a | 


(=) 


i) 
So 


e Adult women accounted for almost two-thirds of the 
total increase, with youth accounting for most of the 
remaining third. Adult male employment was flat for 
the third time in four months. 


-20 


...Dut a larger increase in the labour force 


raises the unemployment rate to 7.0% esi HUE 


.) % 
13.0 be : Z 68.0 
¢ New entrants to the labour force rose more quickly 


than employment in March, raising the national ey 


unemployment rate 0.1 percentage points to 7.0%. ate 67.0 
: Unemployment Rate (L) 
¢ Employment gains lowered the youth unemployment AN 
rate 0.1 percentage points to 12.8%. The adult a0 
unemployment rate increased 0.1 points to 5.9%. 9.0 
8.0 
65.0 


7.0 : 
Participation Rate (R) 


EDEPOPO NON PUPNUUD UPS FUSUPUPRET UD CP CUSUFUYEN EN UP UP UOTUNY PEVRUPUPUPAT RUPUPCE NONE CERIRUPUPCTS EF UVer NOTE URE RUrer EDN) 


fi 64.0 
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 


Labour Force Trends 


(in thousands) 2000 2001 2001 last last year-to- last last 
February March month year date month year 

Employment 14,843.0 15,043.9 15,073.6 0.2 : 1.6 
Full-time 12,167.0 12,335.2 12,3503 0.1 1.5 
Part-time 2,676.0 2,708.8 2,(23:3 0.5 1.8 
Youth 15-24 2,265.8 2,314.7 2,323.6 0.4 (26 
Adult 25+ 125773 12,7293 12,750.0 
Self-employed 2,487.1 23122 2,331.7 

Unemployment 1,085.3 1,123.0 1,142.8 

Unemployment Rate 6.8 6.9 7.0 
Youth 15-24 13.0 12.9 12.8 
Adult 25+ 5.6 5.8 5.9 

Labour Force 15,928.3 16,166.9 16,216.4 

Participation Rate 65.9 66.0 66.1 0.2 

Employment Rate 61.4 61.4 61.5 0.1 0.1 -0.2 
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LABOUR MARKET TRENDS 


Industry Overview 


Job gains are concentrated in Natural 
Resources and Construction ... 


* Employment in the Goods sector increased by 21,000 
_in March, offsetting a drop in the previous month. 


Mining and oil and gas extraction boosted employment 


in Natural Resources, while Construction posted its 


fifth straight gain. 


The Manufacturing sector, in 


particular transportation equipment, remains weak. 


_* Employment in Services edged up 8,000 in March. 
Job losses in Finance, Insurance, Real Estate & 
Leasing, Retail & Wholesale Trade and Management, 
Administrative & Other Support Services largely offset 
gains in Information, Culture & Recreation and Health 
Care & Social Assistance. 


...and in the private sector 


¢ Paid employment in the private sector was up 31,000 
in March. Self-employment also posted an increase 
(+20,000), but is still down almost 200,000 from its 
peak at the beginning of 2000. 


¢ Gains in private sector employment were partly offset 
by the loss of 21,000 jobs in the public sector. 


Industrial Employment Trends 


(in Micusands) 2000 ire 2001 

March Februa March 
Goods-producing 3,873.5 3,871.9 3,893.3 
Agriculture 394.0 334.8 337.6 
Natural Resources* 271.1 284.4 295.1 
Utilities 114.6 122.5 117.7 
Construction 818.8 833.3 844.1 
Manufacturing 2,268.3 2,297.1 2,298.8 
Services-producing 10,969.6 11,172.0 11,180.3 
Trade 2,307.5 2,346.1 2,338.0 
Transportation 779.3 782.5 782.9 
EIRE? 862.5 879.7 _ 869.7 
Professional/Scientific 913.6 1,006.5 1,013.3 
Management/Administrative 533.2 557.0 549.9 
Educational Services 990.4 965.8 962.9 
Health Care/Social Assistance 1,521.8 1.535:3 1,547.0 
Information/Culture/Recreation 640.1 689.4 707.0 
Accommodation & Food 962.7 9795.3 977.8 
Other Services 689.8 680.1 680.3 
Public Administration 768.7 154.5 1515 


8.3 
-8.1 
0.4 
-10.0 
6.8 
“1.1 
-2.9 
11-7 
17.6 
25 
0.2 
-3.0 


Employment by major sector 


January 1998 = 100 
110 © Bide 


= Total 
— Goods 
— Services 


108 - 
106 
104 


102 


Pps We aay Wa ee DD SEAN pred Weer can Blt 
2000 


Employment growth by worker category 
March 2001 (thousands) 


Total 


Private 
employees 


Self- 
employed 


Public 
sector 


i month-over-month 
8 year-to-date 


Change since % Change since 
last year-to- last last 
date month ear 
0.6 0.5 
0.8 -14.3 
3.8 6.3 
-3.9 27 
13 34 
0.1 1.3 
210.7 41 0.1 1.9 
30.5 -16.7 -0.3 13 
3.6 -5.0 0.1 0.5 
1.2 -12.3 -1.1 0.8 
99.7 24.6 0.7 10.9 
16.7 -9.3 -1.3 31 
-27.5 10.7 -0.3 -2.8 
25.2 23.1 0.8 41 
66.9 6.3 2.6 10.5 
15.1 12.0 0:3 1.6 
-9.5 -18.2 0.0 -1.4 
-17.2 -11.0 -0.4 -2.2 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


Job gains are led by British Columbia and 
Ontario... 


Employment was up 22,000 in British Columbia in 
March, lowering its unemployment rate 0.7 points to 


6.6%, a 20-year low. Gains were led by Health Care & 


Social Assistance and Construction. 


After falling by 38,000 in February, Ontario gained 
16,000 jobs in March, all in part-time jobs. The 
unemployment rate remained at 6.1%. Employment 
edged up in Quebec, but a larger rise in the labour 
force raised its unemployment rate to 8.7%. 


Job gains in Saskatchewan and P.E.I. resulted in lower 
unemployment rates. In Newfoundland, higher 
employment was more than matched by an increase in 
the labour force, causing the unemployment rate to 
rise. 


...Dut Alberta, New Brunswick and Nova 
Scotia post losses 


Losses in Accommodation & Food Services and Trade 
reduced employment by 9,000 in Alberta, and increased 
its unemployment rate to 4.8%. Employment edged 
down by 3,000 jobs in Nova Scotia and New Brunswick, 
raising their unemployment rates to 10.2% and 12.3% 
respectively. Employment was little changed in 


Manitoba. 


Provincial Employment and Unemployment Trends 


Levels Change since 
2001 last month 
March (000's) % 


Canada 15,0736 207 0.2 
Newfoundland 208.6 2.2 44 
P.E.L. 65 | 05 - 0.8 
Nova Scotia 419.9 | 22 -0.7 
New Brunswick 330.1 | 33 -1.0 
Quebec 34607 Ad 00 | 
Ontario 59544 157 03 | 
Manitoba 57.3 | 0. 0.0 | 
Saskatchewan 4797 2.5 05 
Alberta 16158 | -88 05 | 
B.C. 10717 22.3 14 


Employment (thousands) 


Change since 


Regional employment patterns 


January 1998 = 100 


110 
— Atlantic 
107 —Prairies 


=B.C. 


QB batted tt ter teidecateatentindberdeedeedietdeeeberebeeheresateerdseeentendscdaesdeeAeekedecheedeeeded 
1998 1999 2000 


January 1998 = 100 


— Quebec 
_==Ontario 


Unemployment Rates -- March 2001 


% 
16.6 


Unemployment rate (%) 
Levels Change since 


last year last last 
(0900's) % month year 


230.6 
3.2 
40 
-0.2 
AA 
45.9 
129.3 
6.0 
-10.8 
29.5 
27.6 


1.6 7.0 0.1 0.2 
1.6 16.6 0.2 -0.9 
1.8 113 -0.4 -0.3 
-0.0 10.2 1.4 1.3 
-0.3 123 0.7 2.0 
1.3 8.7 0.3. 0.1 
22 6.1 0.0 0.5 
14 5.0 0.5 =0,9 
-2.2 5.6 -0.1 0.9 
19 4.8 0.2 -0.2 
1.4 6.6 -0.7 -0.4 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Commodity Prices ($U.S. basis 


Index, 1982-90=100 
140.0 - ; 5 


Inflation edges down in February... 


* The annual rate of CPI inflation fell to 2.9% in 
_ February. Higher energy and food prices accounted 120.0 
for almost half of the year-over-year rise in prices. 


Excluding energy 


Higher mortgage interest cost also exerted upward 100.0 ™* 
pressure on the index, while lower prices for motor 
vehicles, computer equipment & supplies, and video 80.0 - 7 


equipment had a dampening effect on the CPI. S\ wn 
: 60.0 - 

¢ British Columbia's low inflation rate was due partly to — 

the impact of one-time rebates for automotive so “to00 07” 900" 1900” 2000" 200 

insurance and electricity. : ee Ae 


Consumer Prices © 


wo oo - 
...but the "core" rate remains at the February 2001 +, Chane cince 
mid-point of the official target range Index _—s last_—_ast 
(1992=100) month year 
¢ The "core" rate of inflation, which excludes energy, All items CPI 115.2 0.4 2.9 
food and indirect taxes, remained at 2.0% in Food 115.6 0.8 4.5 
February. This is the mid-point of the 1%-3% target Shelter 110.8 -0.2 32 
range set jointly by the Bank of Canada and the Household operations 111.0 0.5 1.6 
Department of Finance. Clothing & Footwear 106.5 1.6 1.1 
Transportation 131.5 0.2 23 
: : oO: 
« Commodity prices were up 0.5% in March compared Health & Personal Care 113.6 04 23 
He ie ae Prices for se Ue oS Recreation, Educ. & Reading 1229 12 25 
6, but non-energy commodity prices decrease NO ee 604 a2 a) 
8.0% due to falling prices for ferrous metals and : 
Excl. Food/Energy/Indirect Taxes 114.8 0.5 2.0 
non-ferrous materials. 
Energy 129.9 -0.8 6.4 
Commodity Prices (March) 
Index, 1982-90=100 1124 415 0.5 
Excluding Energy 104.0 07 -8.0 
Consumer Price Index 
Energy 128.0 46 17,2 


% change, year-over-year 


= All items 


Provincial CPI Inflation -- February 2001 
% 


— Excluding Food, Energy and Indirect Taxes 


3.0 ae 


Official Target Range: 1%-3% sal 3.6 
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1993 1994 1995 1996 1997 1998 1999 2000 2001 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Short-term interest rates fall in March... | 


* The Bank of Canada cut its trendsetting Bank Rate by 50 basis points to 5.25% on March 6. The 
next monetary policy announcement of the Bank of Canada is on ul 17, with analysts widely 


ne further cuts in interes! rates. 


° "Market-determined short-term rates fell through most of the month as global stock market turmoil 
__ increased the demand for safe investments. However, short-term rates increased late in the month 
as Canada's depreciating dollar dampened market expectations of further interest rate cuts. 


...but long-term yields rise 


+ The long-term interest rate closed April 4 at 5.80%, up 14 basis points from the end of February. 
Encouraging signs of recovery in the U.S. lowered expectations of future rate cuts and prompted a 


run-up in bond yields late in March. 


e With Canadian and U. S, long-term bond yields both rising throughout the month, Canadian yields 
were 30 basis points above U.S. rates as of April 4. 


Short-term Interest Rates 
‘ 90-day Corporate Paper 


United States 


Canada 
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Long-term Bond Yields 


10 


Canada 


United States 


Spread 
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Key Money Market Rates 

(end of 90-day spread | Long spread 

period) Corporate against | Bond against 
Paper U.S. Yield U.S. 


1998 9.02 0.09 9.23 0.14 
1999 9.27 -0.49 6.23 -0.22 
Oct 2000 5.85 -0.75 5.61 -0.14 
Nov 5.89 -0.68 9.91 -0.15 
Dec 5c -0.60 5.56 0.11 
Jan 2001 9.29 -0.03 9.2 0.18 
Feb 5.05 0.11 5.66 0.32 
March 4.66 -0.08 9.79 0.32 
April 4 4.72 0.02 5.80 0.30 


A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


(end of Prime 
period) Bank Lending Mortgage Rate 


Rate Rate 1 year 5 year 


1998 5.25 675 620 660 

1999 500 650 7.35 825 

Oct 2000 600 750 7.90 825 

Nov 6.00 750 7.90 825 

ll im Dec 600 750 710 795 

5.25 

0 — noe sg Dig RE Jan 2001 575 125 740 775 

. Re a ee Feb 575 125 120 115 

1995 1996 1997 1998 1999 2000 2001 © .%  .° x March 5.25 6.75 6.70 7.25 
FFE S oS : 

2 April 4 525 675 670 7.25 
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PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The Canadian dollar falls in March... 


* Increasing concern over slowing global economic growth have prompted a flight to "safe 
haven" U.S. dollar denominated financial assets and boosted the value of the U.S. dollar. 
Like other currencies, the Canadian dollar in the first three montis of 2001 has weakened 


against its U.S. counterpart. 


e The dollar closed at US¢63. 32 on April 2, its lowest level since August 1998. However, the 
Canadian currency gained strength in subsequent days with heightened prospects 101 


further rate cuts in the U.S. 


..and the TSE 300 index closed below 8,000 


* The TSE 300 index lost 5.8% of its value in March, bringing year-over-year losses to 
19.6%. A deteriorating profit outlook in most major sectors was the main reason behind 


the drop. 


* The U.S. S&P 500 and Dow Jones indexes also lost ground in March. 


Canadian dollar 


$US/$C 1992=100 
0.85 i 98 


= versus US dollar (L) 
0.80 versus C6 index (R) 
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The Canadian Dollar 


(close) $US index DM yen 
vs. vs. C6 vs. vs. 
$Cdn_ _(92=100) — $Cdn $Cdn 
1998 06522. (8.74 1082 75.91 
1999 0.6929 82.67 1.313 69.66 


Oct 2000 06568 8187 1517 11.70 


Nov 0.6510 8034 1485 /075 
Dec _ 0.6669 81.19 1433 73.64 
Jan 2001 06672 8215 $1387 {1.67 

Feb — 06910 8126 1396 (636 
March 0.6344 (962 1382 {1.95 
April 6 0.6392 


Key Stock Market Indexes 


% change from 
March last last 
Close month year 


TSE 300 7,608 -5.8 -19.6 


Oil & Gas 8,709 1.8 40.1 
Metals & Minerals 3,988 -2.7 12.5 
Utilities 13,329 -10.4 -19.5 
Paper & Forest 4,814 6.2 -8.6 
Merchandising 5,621 -1.0 29.9 
Financial Services 10,258 -2.0 35.6 
Golds 4,128 -5.3 4.1 
Price-Earnings Ratio* 19.7 -0.8 -13.4 
S&P 500 1,160 -6.4 -22.6 
Dow Jones 9,879 -5.9 -9.6 


*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy slows in the fourth quarter... 


e Final estimates show that growth in the U.S. slowed to 1.0% (annual rate) in the fourth quarter of 


2000. Overall in 2000, the U.S. economy expanded 5.0%, the fourth straight year of growth in excess 
of 4%. 


¢« U.S. employment fell by 86,000 in March, the largest monthly drop since November 1991. These 
losses, which were concentrated in the already weakened manufacturing sector and in retail trade, 
pushed the unemployment rate up to 4.3 percent, its highest level in 20 months. Still, consumer 
confidence rose in March after five straight months of decline. 


* The US. trade deficit for January was $33.3 billion, an increase of $0.1 billion over December's 
revised total. 


...and the Federal Reserve cuts interest rates 
¢ Inawidely anticipated move, the U.S. Federal Reserve lowered interest rates an additional 50 basis 
points at its March 20 meeting. The federal funds rate now stands at 5.0%, down 150 basis points 


from the beginning of the year. 


¢ Ona year-over-year basis, U.S. consumer prices were up 3.5% in February, while producer prices 
rose 4.0%. Inflation excluding food and energy prices was 2.7%, the highest rate since 1996. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR 600 Monthly change in thousands 
500 has 
FOO ete ctitententenstendiealinntiitiralneD sche dneiaBentttan dnedihanibno ‘ 
| 99 | 00 | 1998 1999 2000. “2001 
U.S. Consumer Price Inflation U.S. Unemployment & Participation Rates 
WS V ONS UME REM CCAR) pa a 
A % change, year-over-year Ate % % Be 
Unemployment Rate 
3.0 6.0 (L) 68 
2.0 4.0 67 
— Excluding Food & Energy ; 
bs — Total x0 A, re 
3 Participation Rate 
(R) 
ie AUC cutie erent a 0.0 Pitot Golo laa Laconia bade & 6 
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COMING UP 
Key Future Data Releases and Planned Events 


CANADA 

Next scheduled date for Bank Rate announcement ...............:ceeeee April 17 
incemational (rade: — FEDIUany sinieartccctaeescte. se eecctececay over mo eanmntewaaca tary April 18 
Survey. of Mantifacturing — February =...25.c.....sceet er eaeeeeie aesomepeceneras- April 19 
Conslliniel PliGe index MAnCh Sciences teeesa-ctacctaescnmenestucdueasacemtenanae se April 20 
SDE autactorcost= FEDIMUALy saucers eet ces eee esaeeeeean dase eee emacs April 30 
Business Conditions SUIVeY —ADU tae iy ccc kes tacts coast eaaeaien ss ant agoen May 4 
ADOUL-OLCE OUIVCY, — ADIN aye. cece t emis cea ctete cess Menten ehaere see ceeeeesNansa rene May 11 
National Economic & Financial Accounts — 1st Quarter 2001 ............ May 31 
Balance of International Payments — 1st Quarter 2001 ................. May 31 
Financial Statistics For Enterprises — 1st Quarter 2001 .............. eee June 7 
Capacity Utilization Rates — 1st Quarter 2001 ............seesesetesereeeeees June 11 
Private and Public Investment Intentions — 2001 (revised) ................. July 18 


UNITED STATES 


Gonsumenbncedmdex—. Marcy ihc. teweseccesecccesaety esos teersenexeceeecnnnrerene April 17 
Intermationallitade-— FeDmIAry o cyiidicegs fees ee oo -etagetee ote eacnen > eee eee April 18 
GDP —vistOuarter 2001. AdVaINnCe ive ceecaes: .coteeseraeomtcte ttc: conccrcteaeaveemt April 27 
Employment Situation — April ..........ccecceeeeeneeetsereteneetsneeteenseeseneeeenns May 4 

Federal Open Market Committee meeting ............ ee eeeeee eee eeeeeeeeeeees May 15 


Note: the April MEI uses data available as of April 6, 2001 
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Key Monthly Economic Indicators 


HIGHLIGHTS % Change since 
last last 
month year 
ap Output edges lower in February, with a Real GDP ($92 B) 798.4 2-047) 3:4 Feb, 
sharp decline in Manufacturing activity. oe ele ee ade 
Services 540.8 -0.1 4.0 Feb. 
, Composite Index 166.6 -0.1 4.1 March 
Employment bounces back in March 
and April after weakening early in the Broployment (000 3) 515032 ee 
Full-time 12,376 0.2 1.8 April 
year. Part-time 2,723 -0.0 0.6 April 
Unemployment* (%) 7.0 7.0 6.8 April 
Weak demand in North America Youth* 12.7 12.8 12.8 April 
2 A Adult* 5.9 5.9 5.6 April 
reduces Canadian exports and imports 
in February. CPI inflation* 2.5 2.9 3.0 March 
Retail Sales ($M) 23,642 -0.3 4.9 Feb. 
Housing Starts (000's) 162.3 3.1 2.3 April 
The Bank of Canada and the U.S. ° pode a 
Federal Reserve lower interest rates in Trade Balance* ($M) 6,670 5,867 3,641 Feb. 
il to boost their slowing economies. eles SSS iad tere) Lea 
ole wee g Imports 30,133 -2.8 1.9 Feb. 
M&E 10,439 -5.0 6.0 Feb. 


wis Deeper rate cuts in the U.S. help 
the Canadian dollar. 3-mth Corp. paper* (%) 4.50 4.66 5.62 May 2 

guPBOH c Long bond yield* (%) 5.97 5.79 5.92 May 2 
Canadian dollar* (US¢) 64.54 63.44 67.56 May 4 


*Data in levels only — % change not reported. 


The "Monthly Economic Indicators" (ME!) provides a variety of economic analysis and data in a convenient format. The MEI does not 
interpret or evaluate government policies, and every attempt is made to present factual information in an informed and balanced manner 
consistent with generally accepted economic principles. It is available to all employees of Industry Canada in either hard or electronic copy, 
or can be accessed via the Internet at http://strategis.ic.gc.ca/sc_ecnmy/mera/engdoc/03.html. 
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THE ECONOMY 
Real GDP by Industry 


Output falls slightly in February... 


e Real GDP at factor cost declined 0.1% in February, following a 0.3% advance in January. Losses 
were registered in both the Goods and Services-producing industries. Statistics Canada’s 
composite leading indicator was down for the fourth straight month in March. 


... due to weakness in Manufacturing and related Service industries 


¢ Output in the Goods sector was flat in February, as a sharp drop in Manufacturing output -- due 
mainly to lower production of telecommunications equipment -- was offset by gains in other 
industries. Cooler winter temperatures led to a rebound in utilities' output, and Construction activity 
benefited from strength in both the residential and non-residential components. Mining activity also 
advanced in February, as high prices continue to support production in the oil patch. 


* Services output edged down 0.1% in February. The slowdown in Manufacturing and international 
trade generally hit the Transportation & Storage industries, while Wholesale Trade was affected by 
weaker demand for computer and automotive products. The largest gain was in Communications, 
which registered increased use of long distance and cellular services. 


| Real GDP at Factor Cost __ _ Real GDP at Factor Cost (1992 dollars) 
| 1.5 PU eead lei Ah. aphat Hite jo Saco ral ial =) spRebruary 200) monthly % Change since last 


Composite Leading : $ millions change month year 


7 . 
| = Indicator : 


Total Economy 798,059 493 -0.1 3H 
Business sector 667,506 582. 0.1 3.3 
| | ni | FF Goods 257,249 510) 20:0 1.4 
I Hiv OC UWA UeHOUc USL UU | Agriculture 12,652 18 | -0.1 -3.0 
| | i a Fishing & Trapping 641 Bia) 24 14.6 
yee tis, eae loko ott) ol See | Logging & Forestry 4,410 1887 5) 45 -7.4 
| 1 | Mining* 28,245 1925 00 4.3 
Jeena 11) dels ak Sd Lp SS Marulaciunag 140,983 - ~=1,319° 0.9 1.0 
1997 1998 1999 2000 2001 Construction 43,497 222 Fee AOS 3.5 
! Other Utilities 26,821 698-12. 27 1.3 
Real GDP by major sector | Services 540,810 442) 204 4.0 
| ey, Transport & Storage 37,140 427  : -1.1 3.6 
| pou Communications 31,611 388, yf 2 9.7 
| 127 -------------------------- aa aaSny PEESRE™ oo ee eae aa Wholesale Trade 51,917 A34> 5-018, - 6.0 
| 7 bo est | Retail Trade 52,031 261) 20:6 4.6 
| a | Finance & Insurance 44,079 64ees Od 1.3 
| | Real Estate & Ins. Agent 84,274 219. se 08 3.0 
| Business services 51,686 105) ee 202 8.0 
| | Government services 48,427 78°» 702 4.3 
| | Education 41,241 Boe) OA 1.4 
| | Health & Social Services 46,411 -44 -0.1 0.1 
| Accommodation & Food 21,731 68 : -03 57 
| yy | Other 30,262 fice) 1805 1.9 
1996 1997 1998 1999 | “Includes Quarrying and Crude Petroleum & Natural Gas 
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THE ECONOMY 


Pps or 
Consumer Spending and Attitudes 1 Wresck 
Consumer spending slows in the fourth ‘Total Retail and Motor Vehicle Sales_ 
$ Billions $ Billions 
quarter of 2000... iaae 0 | 


¢ Growth in consumer spending slowed to 2.3% 
(annual rate) in the fourth quarter, down from 
average growth of 4.3% since the beginning of 1999. 


e While spending on services and non-durable goods 
advanced at a solid pace, purchases of consumer 
durables fell 6.8% (annualized) in the fourth quarter. | ~, 
Motor vehicle sales fell back after dealer incentives | 
boosted growth in the third quarter. Mee aE Rees cen oeace ae Pa gee 08 


1996 1997 1998 1999 2000 2001 : i 


...but shows some signs of strength early 


in the new year Retail Sales and Consumer Credit 
February 2001 S 3 
e Recent income gains have strengthened household Ze Chale snes 


last last 


finances and should support increased spending. $ millions month year 


Personal disposable income rose an annualized 


9.7% in the fourth quarter, significantly faster than total Retatsales 2 ee 
spending. Food 5,254 2.4 5.5 
Drug Stores 1,171 0.6 7.0 


¢ Retail sales were down in February, but this followed 


‘ Clothing 1,298 -0.7 45 
three straight monthly increases. Monthly output 
é ise Furniture 1,325 =1:5 8.3 

figures show that Retail Trade averaged 1.2% higher 

in January and February than in the fourth quarter. Automotive 9,342 18 3.4 

Activity may strengthen further in March, given higher General Merch. Stores 2,706 -0.0 6.1 

employment and early indications of a pick-up in auto All other Stores 2,545 02 52 

sales. Total ex. motor vehicles 17,628 0.8 6.3 
Consumer Credit 198 Heit 10.0 
(unadjusted) 


Real Consumer Spending and Household Finances 
g 
$ Millions, SAAR (unless otherwise noted) | 
1999 2000 | 2000Q3  2000Q4 


| Real Consumer Spending and Attitudes 


| Index (1995Q1=100) 1991=100 | | 

Real Consumption (92$) 504,763 524,911 528,476 531,548 \ | 
% change 3.5 4.0 5.0 Poe || 
Durable Goods 71,859 77,426 | 79,096 TUTA2. | 
% change 8.1 ae 12.2 26:83. | 
Semi-Durable Goods 47,103 49,364 | 49,984 50,104 
% change 3.0 4.8 95 10 | 
Non-Durable Goods 123,344 125,881 | . 126,028 127,140 
% change 24 21 1.9 3.6 
Services 262,457 272,240 | 273,368 276,592 | 
% change 3.0 37 3.6 48 - | | 
as 

Disposable Income 590,608 623,720 | 624,276 638,944 | 
% change 4.0 5.6 27 97 | | 
Saving Rate (%) M7 3.2 | 2.3 35 | | 
Debt-to-Income Ratio (%) 96.1 95.7 | 96.2 95.1 | *Conference Board of Canada 
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THE ECONOMY 
Business Investment in Plant and Equipment 


Business investment falls in the fourth 
quarter... 


After posting strong advances earlier in the year, 
business investment in M&E fell 15.0% (annual rate) 
in the fourth quarter. Most categories of M&E 
registered a decline, including the first drop in 
spending on computers in three years. 


Non-Residential Construction activity increased 4.4% 
in the fourth quarter after a slight downturn in the 
previous period. Gains were concentrated in the 
engineering component, as improved weather 
conditions boosted drilling and rigging activity in the 
oil patch. 


...Dut results are mixed for the first 
quarter 


Business confidence has fallen steadily since 
peaking late in 1999. Still, corporate profits rose 
strongly in 2000. 


Available data for the first quarter are mixed. 
Imports of M&E fell sharply in January and 
February. However, Non-Residential Construction 
activity continues to expand. Indeed, building 
permits reached a record high in the first quarter, up 
20.4% from a year ago. 


| 235 


ad 


Investment in Plant and Equipment 
Index (1992Q1=100) 


| 
| 


Corporate Profits & Business Confidence | 


Index, 1991=100 


% of GDP 


*Conference Board of Canada 


Business Investment and Corporate Finances 
$ Millions, SAAR (unless otherwise noted) 


1999 2000 2000 Qi 2000 Q2 2000 Q3 
BUSINESS INVESTMENT 
Machinery & Equipment (1992$) 18,551 89,846 85,060 91,024 93,512 
% change 15.6 18.9 20.1 Shifaif 11.4 
Non-residential Construction (1992$) 40,288 42,208 42,080 42,212 42,044 
% change 2.0 4.8 10.5 1S} -1.6 
Capacity Utilization (%, Non-farm goods) 83.5 85.5 85.4 85.7 85.6 
Capacity Utilization (Mfg. sector) 84.5 85.8 85.6 85.7 86.1 
CORPORATE FINANCES & ATTITUDES 
Corporate Operating Profits 174,317.0 211,219.0 207,200.0 210,112.0 211,476.0 
% change 22:5 21.2 42.1 BiU/ 2.6 
Profits - Non-financial industries 123,372.0 147,490.0 141,936.0 145,944.0 149, 132.0 
% change 30.0 19.5 21.0 11.8 9.0 
Profits - Financial industries 50,945.0 63,728.0 65,264.0 64,168.0 62,340.0 
% change (25 25.1 106.2 -6.6 -10.9 
Business Credit 734,357.4 787,030.4 764,718.0 783,001.7 793,017.3 
% change 5.8 7.2 6.0 9.9 672 


2000 Q4 


89,788 
-15.0 
42,496 
4.4 
85.4 
85.7 


216,088.0 
9.0 
152,948.0 
10.6 
63,140.0 
OZ 

807 ,384.7 
7.4 
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THE ECONOMY 
Housing 


Activity in the housing sector pauses in 
the fourth quarter... 


Residential Construction activity paused in the fourth 
quarter. The slight decline in output was due mainly 
to a fall in new housing construction, as there was a 
slight gain in renovation activity. 


The housing sector was volatile in 2000, but 
advanced 1.6% overall. 


..Dut has strengthened so far in 2001 


The outlook for the housing sector is generally 
positive. Residential Construction rose 1.1% in 
February, and output in the first two months of 2001 
was 2.0% higher than the fourth quarter average. 
Residential building permits were up 9.4% in the first 
three months of 2001 compared to a year ago. 


Despite the slowing economy, the effects of lower 
mortgage rates, favourable labour market conditions 
and rising migration should all support residential 
construction. The Canada Mortgage and Housing 
Corporation expects housing starts to rise further this 
year and remain strong in 2002. 


‘Housing Activity 


Billions Units (000s 
Putin em Oo 
Residential Construction 
175 
| 14 ------------ ~~ --S f 22-02-22 2-=------ i 
| oe i 
13.2 Dp he FN 150 | 
Py ee ae a! a Pha Sees Lc eeaae laa ieee 125 | 
Housing Starts (Right) 
RRS few a ea eee aie? ne 0 
LiasaS dau 2 beesosouoisleccnoseous beens oat occas 75 
1996 1997 1998 1999 2000 2001 


Monthly Housing Indicators 
Change since 


levels last last 
month = year 

Residential Construction (1) 14,312 1.1% 2.9% 
($92M, factor cost basis) 
Building Permits, $M (2) 1,692 -13.5% -0.8% 
Sales of Existing Homes (2) 
(# of units) 20,670 = -155 
Housing Starts, # of units (3) 162,300 4,900 3,700 
Newfoundland 800 400 -600 
Prince Edward Island 300 -100 100 
Nova Scotia 3,500 2,300 500 
New Brunswick 1,500 -300 -400 
Quebec 21,900 100 2,400 
Ontario 68,600 -5,500 -2,000 
Manitoba 2,200 600 400 
Saskatchewan 1,500 -100 -100 
Alberta 24,800 4,100 3,500 
British Columbia 15,000 2,600 1,000 


1 - February data; 2 - March data; 3 - April data 
Sources: Statistics Canada, Canada Mortgage and Housing 
Corporation, Canadian Real Estate Association 


Real Investment in Residential Structures 


$92 Millions, SAAR (unless otherwise noted) 
1999 2000 2000 Q3___—- 2000 Q4 
Residential Construction 44 259 44 936 45,052 44 988 
% change 6.6 iL 7.8 -0.6 
Construction by Business sector 43,983 44,676 44,788 44,736 
% change 6.6 1.6 7.9 -0.5 
New Housing 22,258 22,144 22,036 21,980 
% change feo -0.5 | Oui -1.0 
Alterations & Improvements 14,399 15,207 15,316 15,320 
% change 5.6 5.6 On, 0.1 
Ownership & Transfer Costs 7,259 7,585 | 7,700 7,688 
% change 14 45 | 18.8 -0.6 


MEI May 2001 ————A— 


| Growth in Real Residential Construction 
% change, SAAR 
12.6 


| -15.1 
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THE ECONOMY 


Trade and Competitiveness Weck 
Sharp declines in both imports and ‘Merchandise Trade Flows and Balance 
exports... | $ Billions $ Billions ‘5G | 

| A | ee a 
e Exports dropped 4.5% in February, with two-thirds | | 
of this decline due to lower sales to the U.S. The 30.0 - 75 
decline was widespread, but led by lower exports | 
of M&E — including a sharp fall in optical networks 0 pl cTXt nports (0) 4A 
and wireless communications equipment. | 50s | 
Exports of Energy Products also fell sharply, 20.0 <5 cg BABYS op h | 
owing in part to lower prices for natural gas. ~ | “ail all Trade Balance (R) oe 
| 15.0 a a : 
* Imports fell 2.8% on the month. Reduced | 
demand for computer chips and semiconductors ee il | | ny 
resulted in a sharp decline in M&E imports. | 1995 1996-1997 1998» 1999 2000-2001 
Imports of Energy Products were down due to a 
sharp drop in crude petroleum imports. 'Canada-U.S. Unit Labour Cost Ratios 
| ULC Ratios (1992=100) $US per $C 
...lead to a lower trade surplus | 120 i declining ratio represents improving Canadian competitiveness 
=== Total Economy (L) 
¢ With exports falling faster than imports, Canada's Tj exchange Rate (2) bas 
merchandise trade surplus fell to $5.9 billion in Sy an NS 6 > opie pane pe rei 
February. This is down from a record high the POE 
previous month. a bbl, WF Nees ct de ae 0.8 
eae i eed i ep Beata ial “Paks | | alam 0.6 
| 90 91 92 93 94 95 96 97 98 99 00 4 12 3) 4 
|99| 00 | 


_ Source: Industry Canada compilations based on data from Statistics 
| Canada and the U.S. Bureau of Labor Statistics 


Merchandise Trade 


February 2001 Levels ($ millions) | Year-to-date ($ millions) | Change ($M) % Change 
January February 2000 2001 | Jan to Jan to Feb 2000 to 
2001 2001 Jan-Feb Jan-Feb Feb 2001 Feb 2001 Feb 2001 
Exports 36,803 35,144 65,636 71,947 -1,659 45 8.5 
to United States 31,869 30,745 56,137 62,614 -1,124 -3.5 Atiey: 
Imports 30,133 29,277 57,695 59,410 -856 -2.8 1.9 
from United States 21,707 21,646 43,240 43,353 61 -0.3 0.2 
Trade Balance 6,670 5,867 7,941 12,537 -803 
with United States 10,162 9,099 12,897 19,261 -1,063 
Exports by Commodity i 
Agriculture/Fishing Products 2,407 2,362 4,351 4,769 -45 -1.9 oa 
Energy Products 6,222 5,808 6,894 12,030 414 6.7 57.2 
Forestry Products 3,332 3.219 | 7,030 6,551 | -113 -3.4 6.9 
Industrial Goods & Materials S972 5,358 10,253 10,930 -214 -3.8 4.2 
Machinery & Equipment 9,281 8,521 15,725 17,802 | -760 -8.2 9.0 
Automotive Products 7,405 7,206 16,667 14,611 -199 -2.7 -7.0 
Other Consumer Goods 1,301 1,317 i 2,320 2,618 i 16 1.2 nee 
imports by Commodity | 
Agriculture/Fishing Products 1,644 1,621 3,008 3,265 -23 -1.4 8.9 
Energy Products 1,839 1,438 2,556 3,277 | -401 -21.8 5.7 
Forestry Products 256 245 484 501 -11 43 3.8 
Industrial Goods & Materials 5,942 6,046 11,185 11,988 104 1.8 TS) 
Machinery & Equipment 10,439 9.922 | 18,982 20,361 | -517 -5.0 6.0 
Automotive Products 5,507 5,445 13,025 10,952 i 62 sal -16.0 
Other Consumer Goods 3,494 3,440 6,316 6,934 i -54 S15 10.4 
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LABOUR MARKET TRENDS By 26 
Employment and Unemployment 


‘Employment > 
Employment rises for the second go Come oe eeecanee 


straight month in April... | | 


60 
e After weakening in January and February, | 
employment has rebounded in the past two months. 40 ee | eee eee 
Employment rose 25,000 in April, bringing gains | 
over the past two months to 55,000 —- an 20 3 $3.6) 68 - 
encouraging signal on the state of the economy. [ | | 

0 a | | 


aft = 
¢ The April job gains were due entirely to an increase 
in full-time work, as part-time employment edged | 


down. [POSSESS Aap in ane arin a 
| Woe beled aN te tl ele Sin bow Dig agi a Sm hee oh hs (e eget- At Lhe SESS Se er el Sea gen 
¢ Youth employment posted a solid advance, lees Ota Wises 2000 2001. | 


accounting for almost half of the total increase. 


..Dbut the unemployment rate holds 
‘steady at 7.0% TBD or S05 Ngee essa Oa eT ae eee 68.0 


¢ The national unemployment rate was unchanged at 


7.0% in April, as job growth was offset by a reed | ees eee 67.0 
corresponding rise in the labour force. 

10.0 
¢ Employment gains lowered the youth unemployment Iv 66.0. 


rate 0.1 percentage points to 12.7%. The adult | 9.0 - is oe ae 
unemployment rate was unchanged at 5.9%. | 


65.0 | 


A & 
s7~ 
ni Ww 
, AA es 
tof SER gp pH 
yeti 


TO ee ¥ 
Participation Rate (R) 


LA 
3 3 
aA, 


6.0 bev ee ee eee ded bueeen seeds bees u eb seausuuuduaiube 
| 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 


Labour Force Trends 


eee eee 


(in thousands) 2000 2001 2001 | last last year-to- last last 
April March April / month year date month year 
Employment 14,858.4 15,073.6 15,098.8 25.2 240.4 Rvs eo 0.2 1.6 
Full-time 12,151.5 12,350.3 12,375.8 | 25.5 224.3 1637": 0.2 1.8 
Part-time 2,707.0 TUES 2,723.0 | -0.3 16.0 13.8 -0.0 0.6 
Youth 15-24 2,271.8 2,323.6 2,335.1 | 12.1 63.9 By 0.5 2.8 
Adult 25+ 12,586.6 12,750.0 12,763.1 13.1 176.5 40.8 | 0.1 1.4 
Self-employed 2,404.6 2,331.7 2,334.3 | 2.6 -70.3 -29.5 | 0.1 -2.9 
Unemployment 1,081.6 1,142.8 1,138.9 -3:9 57.3 35.6 -0.3 5.3 
Unemployment Rate 6.8 7.0 U8 0.0 0.2 0.2 : 
Youth 15-24 12.8 12.8 127 | Oo 0.1 0202) 
Adult 25+ 5.6 5.9 5.9 | 0.0 0.3 0.2 1 
Labour Force i 15,940.0 16,216.4 16,237.7 21.3 297.7 67.7 0.1 1.9 
Participation Rate 65.8 66.1 66.1 | 0.0 0.3 -0.1 
Employment Rate 61.4 61.5 61.5 0.0 0.1 0:2 ee 
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LABOUR MARKET TRENDS Tit! 
Industry Overview a 


Employment by major sector 


January 1998 = 100 
110 ------- Leia iar mers aa Fn 8 a raat 


Strength in Services offsets continuing 
weakness in Manufacturing... | 


¢ Employment in the Goods sector increased by 4,000 406 
in April. Manufacturing employment was little changed 
for the second month in a row, following losses of 
32,000 in the first two months of the year. Elsewhere, 
Construction registered its sixth straight gain, largely 
offsetting the loss of 8,000 jobs in Natural Resources. | 


¢ Employment in Services increased by 21,000 in April, 1 Ia a ES Sa arm ee 
led by gains in Public Administration and Finance, 


Insurance, Real Estate & Leasing. Notable losses 
were posted by Health Care & Social Assistance and 


‘Employment growth by worker category 


Management, Administrative & Other Support : 
| April 2001 (thousands) 


Services (which has been particularly weak this year). 


Total 
..and private sector job growth is 
sustained Private 
employees 
¢ Paid employment in the private sector was up 16,000 ea 
e . 


in April. Self-employment edged up on the month, 


employed = -29.55 
but is down 70,000 compared to a year ago. = 


Publi 
* The public sector gained 7,000 jobs in April, though eee 


employment is down on a year-to-date basis. 


8 month-over-month 
"year-to-date 


i 

2000 2001 2001 last last year-to- last last 

April March April month year date | month year 
Goods-producing 3,881.9 3,893.3 3,897.2 3.9 15.3 6.8 | 0.1 0.4 
Agriculture 383.7 337.6 340.9 3.3 42.8 5.6 1.0 -11.2 
Natural Resources* 285.0 295.1 287.1 -8.0 2.1 9.3 -2.7 0.7 
Utilities 115.4 117.7 120.2 25 4.8 25 | 2.1 4.2 
Construction 816.9 844.1 849.9 5.8 33.0 Site 0.7 4.0 
Manufacturing 2,281.0 2,298.8 2,299.1 0.3 18.1 -296 | 0.0 0.8 
Services-producing 10,976.5 11,180.3 11,201.6 ile 225.1 25.4 | 0.2 2.1 
Trade 2,296.0 2,338.0 2,345.7 Vet 49.7 -9.0 0.3 22 
Transportation 782.3 782.9 783.2 0.3 0.9 47 | 0.0 0.1 
FIRE* 860.6 869.7 880.9 11.2 20.3 44 4 1.3 2.4 
Professional/Scientific 919.7 1,013.3 1,022.2 8.9 102.5 33.5 | 0.9 11.1 
Management/Administrative 538.8 549.9 539.1 -10.8 0.3 -20.1 | -2.0 0.1 
Educational Services 981.7 962.9 966.0 3.1 -15.7 13.8 | 0.3 -1.6 
Health Care/Social Assistance 1,529.7 1,547.0 1,534.1 -12.9 44 10.2 | -0.8 0.3 
Information/Culture/Recreation 639.6 707.0 706.2 -0.8 66.6 5:50 -0.1 10.4 
Accommodation & Food 966.2 977.8 975.5 52:3 93 S77) -0.2 1.0 
Other Services 684.3 680.3 681.3 1.0 -3.0 -17.2 0.1 -0.4 
Public Administration 777.7 751.5 767.4 15.9 -10.3 4.9 | 2.1 -1.3 


*Natural Resources: Forestry, Fishing, Mining, Oil & Gas; Transportation includes warehousing; FIRE: Finance, Insurance, Real Estate & Leasing. 
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LABOUR MARKET TRENDS 
Provincial Overview 


Job gains are led by Ontario and Alberta... 


Employment was up 24,000 in Ontario in April, lowering 
the unemployment rate to 5.9%. Job gains in the past 
two months have now completely offset a sharp loss in 
February. Employment in Alberta has increased in 
eight of the past nine months. 


New Brunswick and Newfoundland posted the largest 
percentage increases in employment among the 
provinces. While New Brunswick's gains did not offset 
losses in the previous two months, its unemployment 
rate fell 1.2 points to 11.1%. In Newfoundland, the 
labour force rose twice as fast as employment, raising 
the unemployment rate 0.7 points to 17.3%. 


...but British Columbia, Saskatchewan, 
Manitoba & P.E.I. post losses 


In percentage terms, Saskatchewan and P.E.I had the 
largest job losses in April. Saskatchewan's 
unemployment rate rose 0.4 points to 6.0%, while that 
of P.E.I. increased 2.1 points to 13.4%. Job losses 
pushed up the B.C. unemployment rate 0.3 points to 
6.9%, but Manitoba's rate was unchanged at 5.0% 
despite lower employment. 


Labour market conditions were little changed in Quebec 
and Nova Scotia in April. 


Provincial Employment and Unemployment Trends 


Regional employment patterns 


January 1998 = 100 


iL See a a Se SSO ata ae 
— Atlantic es 
| 107 -------:-pratiies Boge? Sa ap ea ie eae a 
=B.C. 


[eo 2 NY a 
| 
101 ee Ss Sg EN 2 = oo a ee ee ee eae 
98 WaSias so otis ase aoe aoe eee eke eed ae ep tye ee 
| 1998 1999 2000 2001 
January 1998 = 100 
| 110 Giehec ae 1 ae eC 
| 107 RTE Epo pi ES LHe as 
404ce Ne TN ed = AO a Ee Ee 
| jp | 
1 
| 01 fo ee | 
| 98 i--: EA Sh aioe al = tees een easter ers pra sc etre 
1998 1999 2000 2001 


Employment (thousands) Unemployment rate (%) 

Levels Change since Change since Levels Change ice 

2004 last month last year as ca t face 

April (000's) % (000's) % month year 
Canada 15,098.8 PAS; /2 Oez 240.4 1.6 7.0 0.0 0.2 
Newfoundland 211.4 2.8 1-3 5:9 PAT f Wess) 0.7 0.8 
P.E.I. 65.3 -1.2 -1.8 -0.1 -0.2 13.4 2.1 1.8 
Nova Scotia 420.1 0.2 0.0 -1.0 -0.2 3).) -0.3 1.6 
New Brunswick 334.8 47 1.4 1.8 0.5 Ades -1.2 0.6 
Quebec 3,470.3 0.6 0.0 35:3 1.0 8.7 0.0 -0.1 
Ontario 5,978.0 23.6 0.4 144.0 725) 5:9 -0.2 0.4 
Manitoba 555.4 -1.9 -0.3 -0.8 -0.1 5.0 0.0 0.0 
Saskatchewan 475.4 43 -0.9 -12.2 -2.5 6.0 0.4 14 
Alberta 1,626.8 11.0 0.7 44.2 2.8 48 0.0 -0.3 
B.C. 1,961.3 -10.4 -0.5 23E iP 6.9 0.3 0.0 
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PRICES and FINANCIAL MARKETS 
Consumer and Commodity Prices 


Inflation drops to 2.5% in March... 


Consumer price inflation fell to 2.5% in March, the 
lowest rate since last August. Higher prices for food 
accounted for more than one-third of the overall rise. 
Energy prices also contributed, but posted their 
lowest annual increase in nearly two years. The 
impact of sharply-higher natural gas prices was 
tempered by lower prices for gasoline and electricity. 


Lower prices for air transportation, motor vehicles and 
computer products were the main offsetting forces 
nationally. The remaining portion of a $200 electricity 
rebate lowered the B.C. inflation rate again in March. 


..and the "core" rate falls below the 
mid-point of the official target range 


The "core" rate of inflation, which excludes energy, 
food and indirect taxes, dropped to 1.7% in March. 
This is down from 2.0% in January and February, the 
mid-point of the 1%-3% target range set jointly by the 
Bank of Canada and the Department of Finance. 


Commodity prices were up 2.7% in April compared 
to a year ago. Prices for energy commodities rose 
23.5%, but non-energy commodity prices decreased 
7.2% due to falling prices for ferrous materials and 
non-ferrous metals. 


| Consumer Price Index 


| 
| 
| 
| 
| 
| 


4.0 fessssewdirea lwo edad eee seats sa rele | 
1993 1994 1995 1996 1997 1998 1999 2000 2001 | 


% change, year-over-year 


=All items 
~~ Excluding Food, Energy and Indirect Taxes 


J Jiseuiis 


‘Commodity Prices ($U.S. basis 


4 L Ks 


AO.0 Wrest tse es tee bess es ss es eda es es Leesa clay 
1995 1996 1997 1998 1999 2000 2001 


Consumer Prices 


March 200) % Change since 
Index last last 

(1992=100) month year 

All items CPI 115.6 0.3 25 
Food 116.6 0.9 5.0 
Shelter 111.9 1.0 41 
Household operations 111.3 0.3 1.5 
Clothing & Footwear 107.9 1583 1.3 
Transportation 130.1 -1.1 -0.8 
Health & Personal Care 113.5 -0.1 DS 
Recreation, Educ. & Reading 123.5 0.5 Zee 
Alcohol & Tobacco 99.4 0.0 2.8 
Excl. Food/Energy/Indirect Taxes 114.9 0.1 VEZ. 
Energy 131.6 ies 3.6 

Commodity Prices (April) 

Index, 1982-90=100 112.2 1.4 27 
Excluding Energy 105.3 1.4 -7.2 
Energy 124.9 tou 23:5 


| Provincial CPI Inflation -- March 2001 
| % 
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PRICES and FINANCIAL MARKETS 
Short-term and Long-term Interest Rates 


Short-term interest rates fall further in April... 


¢ The Bank of Canada cut its trendsetting Bank rate by 25 basis points to 5.0% on April 17. 
Although underlying domestic fundamentals remain strong, the U.S. slowdown has spilled over 
into Canada and caused the economy to operate below potential. Should this weakness persist, 
some analysts expect a further interest rate cut on May 29, the Bank's next scheduled 
announcement date. 


e Mortgage rates and the Prime Lending rate have fallen steadily between January and April, in line 


with cuts in the Bank Rate. As U.S. rates have fallen faster, Canadian short-term rates have risen 
above corporate U.S. yields. 


...but long-term yields rise 


e Lower short rates have contributed to a modest rebound in stock prices, and induced investors to 
switch from bonds back to equities. This has led to a steepening yield curve, with long rates rising 
nearly 20 basis points in April while short rates fell back. 


Key Money Market Rates 


Short-term Interest Rates (end of 90-day spread | Long spread 
a at a ED SOLE TTS ee period) Corporate against | Bond against 
4p 20-ay Corporate Paper A cons a ae Paper US. | Yield US. 


| 1999 B27) 20:49 | 1623 0 22 
aN ew: mpeg aey pS | 2000 671 -060| 586 ~ "0.11 
6 298 Gs Go CO ea 
ery Nov 2000 589 -068| 551 -0.15 
Sn eae NOB ti ped gc aE | Dec 5.71 -060| 556 0.11 
“Ld PA aa sn th: ‘Jan 2001 529) $003 | +572 048 
she Feb B05. Or | 5.66 0.32 
| March 466 -008; 579 0.32 
‘wie April 4.49 0.25 | 597 0.19 
AE a ks ee | 
1995 1996 1997. 1998 1999 2000 2001 | May 2 450 0.30 5.98 0.27 


a — = a ees A positive spread indicates that Canadian rates 
are above their U.S. counterparts. 


Key Lending Rates 


OY SE es So aera ita Eee ae (a St Canada (daily) : 
632 oe ee (end of Prime 
period) Bank Lending Mortgage Rate 
SRN ee Pa a os a ee | Rate Rate ‘year 5 year 
ut as | 1999 500° *6.50 1 73555 0125 
_ United States | 2000 6.00 7.50 770 7.95 
Sab, 
Nov 2000 6.00 7.50 7.90 8.25 
rr Dec 600 7:50 770: 7:95 
Ht _ Jan 2001 575 725 740 7.75 
il 
ree Feb Ser) 7.25 720 715 
er: ee | March 525 675 60mm 25 
“4995 4996 ©1997-1998 ~=—« 1999-2000 2001 WES OES wy aS | April 5.00 6.50 6.80 7.50 
FEE FES 
i eae = eee —— ———— = May 2 5.00 6.50 6.80 7.50 
MEI May 2001 12) 


a wy 


ano 


“Wel Li ars comin 


{ 
} ~ 
sa lHd \ : i ; pe 
’ bn, : @ ; 
Of anaes its bp Levin ITE ay RR a reed ina sutht ; 
prvi waite qth Pb wt ps omen aint BHT, Cait ong tied ne wong 
ate 
“ Avoith Ot meas ieielan piel ay ‘ete: ened OF tye 
¥ Y j ‘ 
‘ ‘4 vs, : 
. fl 
il oy Yr ahr hg venle's } 
— ; . . OR ET at elie li = ie es * , 
Payel. .) wet horwi§ al ee ’ 
oh rnge Lak mine GMa) } ‘Rew al Ai ee ee wae 
4 ho : tip ana ce AIL aid 
j mts os — <r" ae eae ee oe G3. : 
8 EM Fs nar , ‘| 
; Pe Abed. ite th 7” ‘ | 
I . f st jrosnnneat iter 
nt. a Ot, | F A eee 
ray A ptihiee ae vA 4 be uihas . raped 
a LS (> Oh SMR hut) A i | rr 


so i rye a4 gv | Oh 
: . 1 a wer ah’ wy '¢ 
| ts Zy- ar jet i ‘ “a fantoal f ih 4] i 


a : vi 
in of ‘ : A hy me 
8 f : | ed hp E 6 ey wey 
' A, at j Kd = bet Te Pa ih, Gow ‘el 
ied Ive 1 sd tard <4 yur p é « % ” 4 er 
| ena AP tdi a te IN oleh nit 
: TOI SreGr ie Se ep ev ies A - \ , pines 
NRE LS #4 | ets Oa ee | ; 
a 1 wre « “@ ‘ . “Bot weal 
) i, ' F [hue sf 
ee Bl gird é " 4, «alien , Araaies anal iantihae pean samen pty ge 
+ yes a ee een No ree done te iv 
‘ 12. baal } f #4 2 7 PT i ne i 
: al hae tu tS aa = fv es) | onl a] 
= a of ee Asadit j i 
; Wy? i La : avn, | , 
HF von a a7} oan aa a y 


i a 


i Ce RAN) OR.) Re ; : a4 rae) i i 
hs he\ ay 2 ; p nit ha rab. ng Otay, tape a 


(as 


‘ A ‘ie a 4 ath) _ re o ri , : ) ( id he rf oe " 4, koa { ci Fi 
| 3 NECN ree etn eras 
mM or Ss ar yay y: : ; ‘ » ie ete agit fia aes 
| | RR i 
boats ¥52@ (-4eskh 60 ene eet wetied dbidalie: ou Ay H an, 
' ro. 


PRICES and FINANCIAL MARKETS 
Exchange Rates and Stock Prices 


The Canadian dollar regains some lost ground in April... 


* The Canadian dollar weakened against its U.S. counterpart over the first three months of 
2001. The safety and liquidity of U.S. financial markets combined with bargain hunting in 
equity markets to strengthen the U.S. dollar against most major currencies. 


* The Canadian dollar has gained just over two cents since the end of March, however, 
tising from a low of US¢63.32 in early April to US¢65.54 on May 11. This recovery was 
fuelled by expectations that U.S. rates would be cut more aggressively in the future than 


Canadian rates. 


..and stock markets rebound 


* The TSE 300 index rose 4.5% in April, closing near the 8000 mark. While the overall 
index is still down 15.0% compared to a year ago, most major sub-indices are higher. 
Corporate profits are expected to improve in the second half of the year. 


° Inthe U.S., the S&P 500 and Dow Jones indexes were also higher in April, boosted by a 


further cut in the Fed Funds rate. 


Canadian dollar 
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0.85 Ee se a a ee a a ---------- 98 0.67 Canada (daily) 
i — versus US dollar (L) 
0.80 Pe i __-versus C6 index (R)._. EB ee 


1993 1994 1995 1996 1997 1998 1999 2000 2001 


| Stock Market Indices 


12 DES ase ee eee Fee Sos piers TSE 300 (dail 
| g000rea (daily) | 
| 10,000 ------------ ene: | ee eae | 
Dow Jones ; a | 
| Industrial Average /7% / 

We 
7,500) --------=------ ivy ¥ | 
| 
| 
| SAUD TSE 300 
7,000 -- ee Cree Dae 

NN Vv x 

2,50 RES 


4993 1994 1995 1996 1997 1998 1999 2000 2001 a oF ae mo 
wie 


= — - SS oe = 


The Canadian Dollar 


(close) $US index DM yen 
vs. vs. C-6 vs. vs. 
$Cdn (92=100)  $Cdn $Cdn 


1999 0.6929 82.67 1.313 69.66 
2000 0.6669 81.19 1.433 73.64 
Nov 2000 0.6510 80.34 1.485 70.75 
Dec 0.6669 81.19 1.433 73.64 
Jan2001 0.6672 8215 1.387 77.67 
Feb 0.6510 81.26 1.396 76.36 
March 0.6344 7962 1.382 77.95 
April 0.6508 79.85 1.406 79.44 
May 11 0.6454 


Key Stock Market Indexes 


% change from 
April last last 


Close month _— year 

TSE 300 7,947 4.5 -15.0 
Oil & Gas 9,454 8.6 42.7 
Metals & Minerals 4,702 17.9 65:5 
Utilities 13,789 3.4 -12.1 
Paper & Forest 5,107 6.1 -14.1 
Merchandising 5,861 4.3 21.4 


Financial Services 
Golds 
Price-Earnings Ratio* 


PRIS 3.8 -49 
S&P 500 1,249 7.7 -14.0 
Dow Jones 10,735 8.7 0.0 


*columns 2 & 3 reflect change in levels 
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THE UNITED STATES ECONOMY 
U.S. Economic Trends 


The U.S. economy rebounds in the first quarter... 


e Advance estimates indicate that U.S. real GDP grew a faster than expected 2.0% (annual rate) in the 
first quarter of 2001. This reflects higher consumer spending -- backed by rising personal incomes -- 
and increases in residential and nonresidential construction. However, business investment 
weakened, with purchases of technology equipment falling for the first time in a decade. Inventories 
posted their largest decline on record, paving the way for future output gains. 


¢ U.S. unemployment rose to 4.5% in April, the highest rate in over two and a half years, as payroll 
employment fell by 223,000. While Manufacturing sustained further job losses, lower inventories and 
a rise in new orders point to a possible recovery. Consumer confidence fell for the sixth time in seven 
months, but still remains above recession levels. 


..and the Federal Reserve cuts interest rates again 


* The U.S. Federal Reserve announced a surprise 50 basis point cut in its key rate on April 18th, 
bringing the total decline since the beginning of the year to 200 points. The move was prompted by 
concern over weak business investment and the potential impact of lower stock prices on consumer 
confidence. 


* Consumer prices were up 2.9% in March on a year-over-year basis, the smallest increase in over a 
year. Lower productivity led to higher unit labour costs in the first quarter, but this is viewed mainly 
as a cyclical phenomenon. 


U.S. Real GDP Growth U.S. Non-farm Payrolls 
% change, SAAR pan Monthly change in thousands 
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COMING UP | 


Key Future Data Releases and Planned Events 


CANADA 

Sumey or Vianutacturing — Marche. ccc caterers teessvsnsscseeseoveeess May 16 
Consumeinenice Index — Aprilia tere eeeccaas ose eee eee ene ee May 17 
intermauomal Lrade— Marching id eee estate ete ts aeses meson caer cet os May 18 
Next scheduled date for a bank rate announcement ................... May 29 
SDE Al TactonCost— Marchiict: Wem eet tree rear emeeceat May 31 
National Economic & Financial Accounts — 1st Quarter 2001 ............ May 31 
Balance of International Payments — 1st Quarter 2001 «1.0.0.0... May 31 
Financial Statistics For Enterprises — 1st Quarter 2001 0.0.0.0... June 7 
Eabour Force survey — (May! et ance immune: ome tac accroncorteesatperersrtanne June 8 
Capacity Utilization Rates — 1st Quarter 2001 ......... ee eeeeeeeees June 11 
Private and Public Investment Intentions — 2001 (revised) ................. July 18 
Business Conditions Survey: JUlVin neers nearness carne se ousuvaueses August 2 


UNITED STATES 


Consumer Price Index — Aptilli 2 uscd. ceerercere een testes never eareeere May 16 
Internationaliirade — Marche: ss aye eee we ec eeee arate eee ee tee May 18 
GDP —1st Quarter 2001, Previminaty wate ee ee cere May 25 
Employment Situation — May sii 2.5 eerecane 2 erseer ee teens coseee coe ee arene vee June 1 
Federal Open Market Committee meeting ..............:ceeceeeeeereeeeeeees June 26, 27 


Note: the May MEI uses data available as of May 11, 2001 
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